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U S A 
Financial Accounting Standards 
Board (FASB) 
Activities 
July 1973 - February 1981 
Deloitte Haskins & Sells is an international 
accounting firm of more than 22,000 people, in 
305 offices, in 66 countries. We serve an almost 
endless variety of clients, private and public, 
around the world. 
Our partners and other professionals stand ready 
to help you with any accounting, auditing, tax, 
or management advisory need — b i g or small, 
virtually anywhere. 
At DH&S, we believe that serving a client properly 
involves more than just technical competence. It 
also takes lots of sound business judgment... 
together with an innovative application of the 
skills of our profession. 




Beyond the bottom lineTM 
T A B L E O F C O N T E N T S 
I n t r o d u c t i o n 
B a c k g r o u n d 
M e m b e r s 
Procedures 
S t a t e m e n t s 
I n t e r p r e t a t i o n s 
Techn ica l B u l l e t i n s 
O t h e r 
Recen t D e v e l o p m e n t s 
S t a t e m e n t s o f F inanc ia l A c c o u n t i n g C o n c e p t s Issued 
Purpose a n d A u t h o r i t y 
N o . 1 — Objectives of Financial Reporting by Business Enterprises ( N o v e m b e r 1 9 7 8 ) 
N o . 2 — Qualitative Characteristics of Accounting Information ( M a y 1 9 8 0 ) 
N o . 3 — Elements of Financial Statements of Business Enterprises ( D e c e m b e r 1 9 8 0 ) 
N o . 4 — Objectives of Financial Reporting by Nonbusiness Organizations ( D e c e m b e r 
1 9 8 0 ) 
S t a t e m e n t s o f F inanc ia l A c c o u n t i n g S tandards Issued 
N o . 1 — Disclosure of Foreign Currency Translation Information (December 1973) 
(Superseded b y F A S B S t a t e m e n t N o . 8 , O c t o b e r 1975) 
N o . 2 — Accounting for Research and Development Costs ( O c t o b e r 1974) 
N o . 3 — Reporting Accounting Changes in Interim Financial Statements ( D e c e m b e r 
1 9 7 4 ) 
N o . 4 — Reporting Gains and Losses from Extinguishment of Debt (March 1 9 7 5 ) 
N o . 5 — Accounting for Contingencies ( M a r c h 1 9 7 5 ) 
N o . 6 — Classification of Short-Term Obligations Expected To Be Refinanced 
( M a y 1 9 7 5 ) 
N o . 7 — Accounting and Reporting by Development Stage Enterprises (June 1 9 7 5 ) 
N o . 8 — Accounting for the Translation of Foreign Currency Transactions and Foreign 
Currency Financial Statements ( O c t o b e r 1 9 7 5 ) 
N o . 9 — Accounting for Income Taxes — Oil and Gas Producing Companies ( O c t o b e r 
1975) (Superseded b y F A S B S t a t e m e n t N o . 1 9 , D e c e m b e r 1977) 
N o . 10 — Extension of "Grandfather" Provisions for Business Combinations ( O c t o b e r 
1 9 7 5 ) 
N o . 11 — Accounting for Contingencies — Transition Method ( D e c e m b e r 1 9 7 5 ) 








N o . 12 — Accounting for Certain Marketable Securities ( D e c e m b e r 1975) 
N o . 13 — Accounting for Leases ( N o v e m b e r 1 9 7 6 ) 
N o . 14 — Financial Reporting for Segments of a Business Enterprise ( D e c e m b e r 1 9 7 6 ) 
N o . 15 — Accounting by Debtors and Creditors for Troubled Debt Restructurings 
(June 1 9 7 7 ) 
N o . 16 — Prior Period Adjustments (June 1 9 7 7 ) 
N o . 17 — Accounting for Leases — Initial Direct Costs ( N o v e m b e r 1 9 7 7 ) 
N o . 18 — Financial Reporting for Segments of a Business Enterprise — Interim 
Financial Statements ( N o v e m b e r 1 9 7 7 ) 
N o . 19 — Financial Accounting and Reporting by Oil and Gas Producing 
Companies (December 1 9 7 7 ) 
N o . 2 0 — Accounting for Forward Exchange Contracts (December 1977) 
N o . 21 — Suspension of the Reporting of Earnings Per Share and Segment 
Information by Nonpublic Enterprises ( A p r i l 1 9 7 8 ) 
N o . 2 2 — Changes in the Provisions of Lease Agreements Resulting From 
Re fundings of Tax-Exempt Debt (June 1 9 7 8 ) 
N o . 2 3 - Inception of the Lease ( A u g u s t 1 9 7 8 ) 
N o . 2 4 — Reporting Segment Information in Financial Statements That Are 
Presented in Another Enterprise's Financial Report (December 1 9 7 8 ) 
N o . 2 5 — Suspension of Certain Accounting Requirements for Oil and Gas 
Producing Companies ( F e b r u a r y 1 9 7 9 ) 
N o . 2 6 — Profit Recognition on Sales-Type Leases of Real Estate ( A p r i l 1 9 7 9 ) 
N o . 2 7 — Classification of Renewals or Extensions of Existing Sales-Type or 
Direct Financing Leases ( M a y 1 9 7 9 ) 
N o . 2 8 - Accounting for Sales With Leasebacks ( M a y 1 9 7 9 ) 
N o . 2 9 — Determining Contingent Rentals (June 1 9 7 9 ) 
N o . 3 0 — Disclosure of Information About Major Customers ( A u g u s t 1 9 7 9 ) 
N o . 31 — Accounting for Tax Benefits Related to U.K. Tax Legislation 
Concerning Stock Relief (Sep tember 1 9 7 9 ) 
N o . 3 2 — Specialized Accounting and Reporting Principles and Practices in 
AICPA Statements of Position and Guides on Accounting and Auditing 
Matters (Sep tember 1 9 7 9 ) 
N o . 3 3 — Financial Reporting and Changing Prices (Sep tember 1 9 7 9 ) 
N o . 3 4 — Capitalization of Interest Cost ( O c t o b e r 1 9 7 9 ) 
N o . 3 5 — Accounting and Reporting by Defined Benefit Pension Plans (March 1 9 8 0 ) 
N o . 3 6 — Disclosure of Pension Information ( M a y 1 9 8 0 ) 
N o . 37 — Balance Sheet Classification of Deferred Income Taxes ( Ju l y 1 9 8 0 ) 
N o . 3 8 — Accounting for Preacquisition Contingencies of Purchased Enterprises 
(Sep tember 1980) 
N o . 3 9 — Financial Reporting and Changing Prices: Specialized Assets — Mining 
and Oil and Gas ( O c t o b e r 1 9 8 0 ) 
ii 
N o . 4 0 — Financial Reporting and Changing Prices: Specialized Assets — Timberlands 
and Growing Timber ( N o v e m b e r 1 9 8 0 ) 
N o . 41 — Financial Reporting and Changing Prices: Specialized Assets — Income-
Producing Real Estate ( N o v e m b e r 1 9 8 0 ) 
N o . 4 2 — Determining Materiality for Capitalization of Interest Cost ( N o v e m b e r 
1 9 8 0 ) 
N o . 4 3 — Accounting for Compensated Absences ( N o v e m b e r 1980) 
N o . 4 4 — Accounting for Intangible Assets of Motor Carriers (December 1 9 8 0 ) 
I n t e r p r e t a t i o n s Issued 
N o . 1 — Accounting Changes Related to the Cost of Inventory (June 1 9 7 4 ) 
N o . 2 — Imputing Interest on Debt Arrangements Made Under the Federal 
Bankruptcy Act (June 1 9 7 4 ) (Superseded b y F A S B S t a t e m e n t N o . 15 , 
J u n e 1 9 7 7 ) 
N o . 3 — Accounting for the Cost of Pension Plans Subject to the Employee 
Retirement Income Security Act of 1974 (December 1 9 7 4 ) 
N o . 4 — Applicability of FASB Statement No. 2 to Business Combinations 
Accounted for by the Purchase Method ( F e b r u a r y 1 9 7 5 ) 
N o . 5 — Applicability of FASB Statement No. 2 to Development Stage Enterprises 
( F e b r u a r y 1 9 7 5 ) (Superseded b y F A S B S t a t e m e n t N o . 7, June 1 9 7 5 ) 
N o . 6 — Applicability of FASB Statement No. 2 to Computer Software 
( F e b r u a r y 1 9 7 5 ) 
N o . 7 — Applying FASB Statement No. 7 in Financial Statements of Established 
Operating Enterprises ( O c t o b e r 1 9 7 5 ) 
N o . 8 — Classification of a Short-Term Obligation Repaid Prior to Being Replaced 
by a Long Term Security ( January 1 9 7 6 ) 
N o . 9 — Applying APB Opinions No. 16 and 77 When a Savings and Loan Association 
or a Similar Institution Is Acquired in a Business Combination Accounted 
for by the Purchase Method ( F e b r u a r y 1976) 
N o . 10 — Application of FASB Statement No. 12 to Personal Financial Statements 
(Sep tember 1 9 7 6 ) 
N o . 11 — Changes in Market Value After the Balance Sheet Date (Sep tember 1 9 7 6 ) 
N o . 12 — Accounting for Previously Established Allowance Accounts 
(Sep tember 1 9 7 6 ) 
N o . 13 — Consolidation of a Parent and Its Subsidiaries Having Different Balance 
Sheet Dates (Sep tember 1976) 
N o . 14 — Reasonable Estimation of the Amount of a Loss (Sep tember 1 9 7 6 ) 
N o . 15 — Translation of Unamortized Policy Acquisition Costs by a Stock Life 
Insurance Company (Sep tember 1 9 7 6 ) 
N o . 16 — Clarification of Definitions and Accounting for Marketable Equity 
Securities That Become Nonmarketable ( F e b r u a r y 1 9 7 7 ) 
N o . 17 — Applying the Lower of Cost or Market Rule in Translated Financial 
Statements ( F e b r u a r y 1 9 7 7 ) 
N o . 18 — Accounting for Income Taxes in Interim Periods (March 1 9 7 7 ) 
iii 
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N o . 19 — Lessee Guarantee of the Residual Value of Leased Property 
( O c t o b e r 1977) 
N o . 2 0 — Reporting Accounting Changes Under AICPA Statements of Position 
( N o v e m b e r 1 9 7 7 ) 
N o . 21 — Accounting for Leases in a Business Combination ( A p r i l 1 9 7 8 ) 
N o . 2 2 — Applicability of Indefinite Reversal Criteria to Timing Differences 
( A p r i l 1 9 7 8 ) 
N o . 2 3 — Leases of Certain Property Owned by a Governmental Unit or Authority 
( A u g u s t 1 9 7 8 ) 
N o . 2 4 — Leases Involving Only Part of a Building (Sep tember 1 9 7 8 ) 
N o . 2 5 — Accounting for an Unused Investment Tax Credit (Sep tember 1 9 7 8 ) 
N o . 2 6 — Accounting for Purchase of a Leased Asset by the Lessee During the 
Term of the Lease (Sep tember 1 9 7 8 ) 
N o . 2 7 — Accounting for a Loss on a Sublease ( N o v e m b e r 1978) 
N o . 2 8 — Accounting for Stock Appreciation Rights and Other Variable Stock 
Option or Award Plans (December 1978) 
N o . 2 9 — Reporting Tax Benefits Realized on Disposition of Investments in Certain 
Subsidiaries and Other Investees ( F e b r u a r y 1 9 7 9 ) 
N o . 3 0 — Accounting for Involuntary Conversions of Nonmonetary Assets to 
Monetary Assets (Sep tember 1 9 7 9 ) 
N o . 31 — Treatment of Stock Compensation Plans in EPS Computations 
( F e b r u a r y 1 9 8 0 ) 
N o . 3 2 — Application of Percentage Limitations in Recognizing Investment Tax 
Credit (March 1 9 8 0 ) 
N o . 3 3 — Applying FASB Statement No. 34 to Oil and Gas Producing Operations 
Accounted for by the Full Cost Method ( A u g u s t 1 9 8 0 ) 
T e c h n i c a l B u l l e t i n s Issued 
E x p o s u r e D r a f t s Issued and O u t s t a n d i n g 
Proposed S t a t e m e n t s o f S tandards 
Disclosure of Guarantees, Project Financing Arrangements, and Other Similar 
Obligations, an a m e n d m e n t o f F A S B S t a t e m e n t N o . 5 ( M a r c h 3 1 , 1 9 8 0 ) 
Foreign Currency Translation ( A u g u s t 2 8 , 1 9 8 0 ) 
Disclosure of Interest Rate Futures Contracts and Forward and Standby 
Contracts ( N o v e m b e r 1 4 , 1980) 
Disclosure of Obligations: Disclosure of Unconditional Obligations 
( N o v e m b e r 1 4 , 1 9 8 0 ) 
Accounting for Franchise Fee Revenue (December 1 , 1 9 8 0 ) 
Proposed I n t e r p r e t a t i o n s 
Applicability of APB Opinion No. 21 to Television Film License Agreements, 
an i n t e r p r e t a t i o n o f A P B O p i n i o n N o . 21 (Sep tember 2 8 , 1979) 
Accounting by Oil and Gas Producing Companies For Tax Benefits of 
Percentage Depletion ( J u l y 3 1 , 1980) 
iv 
Disclosure of Obligations: Disclosure of Indirect Guarantees of Indebtedness 
of Others, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 5 ( N o v e m b e r 1 4 , 1 9 8 0 ) 
Accounting for Exploratory Wells in Progress at the End of a Period, an 
i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 19 ( N o v e m b e r 2 6 , 1980) 
Criteria for Applying the Equity Method of Accounting for Investments in 
Common Stock, an i n t e r p r e t a t i o n o f A P B O p i n i o n N o . 18 ( D e c e m b e r 1 9 , 1 9 8 0 ) . 
Proposed T e c h n i c a l Bu l l e t i ns 
Discuss ion M e m o r a n d a Issued ( f o r w h i c h E x p o s u r e D r a f t s have n o t been issued t o da te ) 
C o n c e p t s 
Criteria for Determining Materiality ( Issued M a r c h 1975) ( T h e p r o j e c t has 
been c o m b i n e d w i t h t h e Q u a l i t a t i v e Charac te r i s t i cs p ro jec t ) 
Conceptual Framework for Financial Accounting and Reporting: Elements of 
Financial Statements and Their Measurement ( Issued December 2 , 1 9 7 6 ) 
Reporting Earnings ( Issued J u l y 3 1 , 1 9 7 9 ) 
Reporting Funds Flows, Liquidity, and Financial Flexibility ( Issued 
D e c e m b e r 15 , 1980) 
S tandards 
Accounting for Research and Development and Similar Costs ( Issued 
D e c e m b e r 2 8 , 1 9 7 3 ) 
Accounting for Business Combinations and Purchased Intangibles ( Issued 
A u g u s t 1 9 , 1 9 7 6 ) 
Interim Financial Accounting and Reporting ( Issued M a y 2 5 , 1 9 7 8 ) 
Effect of Rate Regulation on Accounting for Regulated Enterprises ( Issued 
D e c e m b e r 3 1 , 1 9 7 9 ) 
I n v i t a t i o n s t o C o m m e n t 
Evaluation of FASB Statements in Effect at Least Two Years ( Issued 
M a y 3 1 , 1 9 7 8 ) 
Financial Statements and Other Means of Financial Reporting ( Issued 
M a y 1 3 , 1 9 8 0 ) 
Research R e p o r t s Issued 
Field Tests of Financial Reporting in Units of General Purchasing Power 
( M a y 1 9 7 7 ) 
Financial Accounting in Nonbusiness Organizations, An Exploratory Study of 
Conceptual Issues, R. N . A n t h o n y ( M a y 1 9 7 8 ) 
Economic Consequences of Financial Accounting Standards — Selected Papers 
( Ju ly 1 9 7 8 ) 
Statements of Financial Accounting Standards No. 5: Impact on Corporate Risk 
and Insurance Management, R o b e r t C. Goshay ( O c t o b e r 1 9 7 8 ) 
The Impact of Statement of Financial Accounting Standards No. 8 on the Foreign 
Exchange Risk Management Practices of American Multinationals, T . G . Evans, 
W. R. F o l k s , J r . , a n d M. J i l l i ng ( N o v e m b e r 1 9 7 8 ) 
An Empirical Investigation of the Effects of Statement of Financial Accounting 




The Effects of the Issuance of the Exposure Draft and FASB Statement No. 19 
on the Security Returns of Oil and Gas Producing Companies, T . R. D y c k m a n 
( A p r i l 1 9 7 9 ) 
Reporting of Service Efforts and Accomplishments, P. K. Brace, R. E l k i n , 
D. D. R o b i n s o n , a n d H. I. S te inberg ( N o v e m b e r 1 9 8 0 ) 
Recognition of Contractual Rights and Obligations, Y . I j i r i ( D e c e m b e r 1980) 
Proceedings Issued 
Financial Reporting and Changing Prices — The Conference, Paul A . G r i f f i n , 
E d i t o r (June 1 9 7 9 ) 
B a c k g r o u n d Papers Issued 
T e c h n i c a l A g e n d a Pro jec ts ( f o r w h i c h Discuss ion M e m o r a n d a o r E x p o s u r e 
D r a f t s have n o t been issued t o da te ) 
S t a f f A g e n d a Pro jects ( n o t o n F A S B t e c h n i c a l agenda a t t h i s da te b u t u n d e r s t u d y 
b y t h e S t a f f ) 
I n t e r p r e t a t i o n s and A m e n d m e n t s i n Process ( f o r w h i c h Discuss ion M e m o r a n d a o r 
E x p o s u r e D r a f t s have n o t been issued) 
Research R e p o r t s in Process 
O t h e r M a t t e r s ( i tems p r o p o s e d t o t h e F A S B b y va r ious par t ies b u t n o t y e t 










I N T R O D U C T I O N 
T h i s b o o k l e t p r o v i d e s a ready general re fe rence t o t h e ac t i v i t i es o f t h e F inanc ia l A c c o u n t i n g 
S tandards Board ( F A S B ) . I t gives a b r i e f d e s c r i p t i o n o f t h e F A S B , t h e p rocedures f o l l o w e d in 
issuing i ts p r o n o u n c e m e n t s , and a synops is o f t h e p rov i s ions o f t h e i n d i v i d u a l S t a t e m e n t s , 
I n t e r p r e t a t i o n s , D iscuss ion M e m o r a n d a , E x p o s u r e D r a f t s , T e c h n i c a l B u l l e t i n s , a n d Research 
R e p o r t s issued a n d p r o p o s e d t o d a t e . T h e b o o k l e t c o n c l u d e s w i t h a l i s t ing represen t ing those 
t o p i c s u n d e r c o n s i d e r a t i o n b y t h e Boa rd and i ts S t a f f as o f J a n u a r y 1 5 , 1 9 8 1 . 
T h e b o o k l e t s h o u l d be use fu l as a general re fe rence ; h o w e v e r , t h e spec i f i c p r o n o u n c e m e n t s 
s h o u l d be used if a m o r e t h o r o u g h u n d e r s t a n d i n g is needed . 
B A C K G R O U N D 
I n M a r c h 1 9 7 1 , t h e W h e a t C o m m i t t e e was es tab l ished b y t h e A m e r i c a n I n s t i t u t e o f C e r t i f i e d 
Pub l i c A c c o u n t a n t s ( A I C P A ) t o s t u d y m e t h o d s f o r f o r m u l a t i o n o f a c c o u n t i n g p r i n c i p l e s . In 
M a r c h 1 9 7 2 , t h e W h e a t C o m m i t t e e p r o p o s e d e s t a b l i s h m e n t o f t h e F inanc ia l A c c o u n t i n g 
F o u n d a t i o n ( F A F ) , t h e F inanc ia l A c c o u n t i n g S tandards B o a r d ( F A S B ) a n d i ts re la ted F i n a n -
cial A c c o u n t i n g S tandards A d v i s o r y C o u n c i l ( F A S A C ) . La ter t h a t year , C o u n c i l o f t h e A I C P A 
endorsed t h e Whea t C o m m i t t e e r e p o r t a n d des ignated t h e F A S B as t h e b o d y respons ib le f o r 
f o r m u l a t i n g a c c o u n t i n g s tandards e n f o r c e a b l e b y S e c t i o n 2 0 3 o f t h e A I C P A Rules o f C o n d u c t 
o f t h e C o d e o f Profess ional E t h i c s . A I C P A C o u n c i l a lso n a m e d t h e F A S B as t h e b o d y t o m a i n -
t a i n p r i o r A R B u l l e t i n s , A P B O p i n i o n s , and A I C P A I n t e r p r e t a t i o n s . 
T h e F A F was es tab l ished in J u n e 1 9 7 2 . Ra lph K e n t , c h a i r m a n , a n d e igh t o t h e r t rus tees w e r e 
a p p o i n t e d in J u l y 1 9 7 2 . T h e F o u n d a t i o n ' s t rus tees i n c l u d e d representat ives f r o m f i ve c o n s t i -
t u e n t g roups i n c l u d i n g t h e F inanc ia l Execu t i ves I n s t i t u t e , T h e N a t i o n a l A s s o c i a t i o n o f 
A c c o u n t a n t s , t h e A m e r i c a n A c c o u n t i n g A s s o c i a t i o n , a n d t h e F inanc ia l A n a l y s t s F e d e r a t i o n , 
in a d d i t i o n t o t h e A I C P A . Marshal l A r m s t r o n g was n a m e d as t h e f i r s t c h a i r m a n o f t h e F A S B 
in N o v e m b e r ; b y J u l y 1 9 7 3 all seven m e m b e r s w e r e in p lace. T h e f i r s t F A S B S t a t e m e n t was 
issued in D e c e m b e r 1 9 7 3 . T h e A P B m e a n w h i l e c o m p l e t e d i ts f i n a l t e r m o n June 3 0 , 1 9 7 3 . In 
1 9 7 9 , t h e B o a r d agreed t o assume r e s p o n s i b i l i t y f o r A I C P A I n d u s t r y A u d i t a n d A c c o u n t i n g 
Gu ides a n d A I C P A S t a t e m e n t s o f P o s i t i o n (SOP) . A l s o in 1 9 7 9 , t h e F A S B was n a m e d b y t h e 
A I C P A as t h e b o d y des ignated t o issue p r o n o u n c e m e n t s regard ing s u p p l e m e n t a r y i n f o r m a t i o n 
u n d e r Ru le 2 0 4 o f t h e A I C P A Rules o f C o n d u c t o f t h e C o d e o f Professional E t h i c s . 
M E M B E R S 
T h e present F A S B consists o f t h e f o l l o w i n g persons : 
— C h a i r m a n D o n a l d J . K i r k , f o r m e r l y a p a r t n e r o f Pr ice Wate rhouse & C o . His t e r m exp i res 
D e c e m b e r 1 9 8 1 . 
— V i c e C h a i r m a n R o b e r t T . Sprouse, f o r m e r l y a p ro fessor o f a c c o u n t i n g a t S t a n f o r d Un ive r -
s i t y . His t e r m exp i res D e c e m b e r 1 9 8 5 . 
— F r a n k E. B l o c k , f o r m e r l y a v ice-pres ident o f Bache Halsey S t u a r t . His t e r m exp i res 
D e c e m b e r 1 9 8 5 . 
— J o h n W. M a r c h , f o r m e r l y a pa r tne r o f A r t h u r A n d e r s e n & C o . His t e r m exp i res D e c e m b e r 
1 9 8 4 . 
— R o b e r t A . M o r g a n , f o r m e r l y C o n t r o l l e r o f Ca te rp i l l a r T r a c t o r C o m p a n y . His t e r m exp i res 
D e c e m b e r 1 9 8 2 . 
— L. Dav id Mosso , f o r m e r l y Ass is tan t Secre ta ry o f t h e T r e a s u r y . His t e r m exp i res D e c e m b e r 
1 9 8 2 . 
— R a l p h E. Wa l te rs , f o r m e r l y a p a r t n e r o f T o u c h e Ross & Co . His t e r m exp i res D e c e m b e r 1 9 8 3 . 
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P R O C E D U R E S 
S t a t e m e n t s 
T h e F A S B issues v a r i o u s t y p e s o f p r o n o u n c e m e n t s . T w o , S t a t e m e n t s o f F inanc ia l A c c o u n t i n g 
S tandards and S t a t e m e n t s o f F inanc ia l A c c o u n t i n g C o n c e p t s , f o l l o w t h e same p r o c e d u r a l 
process. T h e F A S B consu l t s w i t h F A S A C and t h e A g e n d a C o m m i t t e e t o i d e n t i f y p r o b l e m s , 
set agenda p r i o r i t i e s and a p p o i n t task fo rces t o w o r k o n p r o b l e m s . O n a n y p a r t i c u l a r agenda 
i t e m , a task f o r c e de f ines t h e p r o b l e m , does research and prepares a Discuss ion M e m o r a n d u m . 
T h e Discuss ion M e m o r a n d u m is w i d e l y d i s t r i b u t e d and responses are s o l i c i t e d . Once rece ived, 
these responses b e c o m e par t o f t h e p u b l i c r e c o r d . A f t e r responses are rece ived, a p u b l i c 
hear ing is h e l d , usua l l y w i t h i n 6 0 days, a l t h o u g h at t h e d i s c r e t i o n o f t h e B o a r d , t h e p u b l i c 
hear ing m a y be w a i v e d . A f t e r t h e p u b l i c hear ing , an E x p o s u r e D r a f t o f a p r o p o s e d S t a t e m e n t 
is p repared and issued f o r p u b l i c c o m m e n t . T h e exposu re p e r i o d is usua l l y 6 0 days a l t h o u g h 
i t m a y be s h o r t e r o r longer as necessary. A f t e r c o m m e n t s o n t h e E x p o s u r e D r a f t are received 
and a n a l y z e d , m o d i f i c a t i o n s , i f a n y , are made and a b a l l o t d r a f t is issued t o t h e Board f o r 
w r i t t e n a p p r o v a l . I f a p p r o v e d b y at least a s i m p l e m a j o r i t y ( b u t n o t less t h a n th ree) o f t h e 
m e m b e r s o f t h e B o a r d , t h e S t a t e m e n t is issued. 
I n t e r p r e t a t i o n s 
I n t e r p r e t a t i o n s are usua l ly i n i t i a t e d b y a request f o r c l a r i f i c a t i o n f r o m o u t s i d e par t ies. T h e 
B o a r d genera l l y consu l t s w i t h t h e A g e n d a C o m m i t t e e t o d e t e r m i n e t h e e x t e n t and cr i t ica lness 
o f t h e spec i f ied s i t u a t i o n . A p roposed I n t e r p r e t a t i o n is t h e n issued f o r c o m m e n t ; a l t h o u g h 
e x p o s u r e t o F A S A C f o r a m i n i m u m o f 15 days is r e q u i r e d , p roposed I n t e r p r e t a t i o n s are 
genera l l y exposed t o t h e p u b l i c f o r a m i n i m u m o f 3 0 days . 
T e c h n i c a l B u l l e t i n s 
T e c h n i c a l B u l l e t i n s p r o v i d e gu idance c o n c e r n i n g t h e a p p l i c a t i o n o f o f f i c i a l p r o n o u n c e m e n t s . 
These b u l l e t i n s are n o t o f f i c i a l p r o n o u n c e m e n t s t o w h i c h R u l e 2 0 3 app l ies . A c c o r d i n g l y , 
t h e f u l l due-process p rocedures o f t h e F A S B are n o t app l i cab le . T h e y are issued b y t h e S ta f f 
o f t h e B o a r d , b u t i n d i v i d u a l Boa rd m e m b e r s are i n f o r m e d o f all m a t t e r s p roposed f o r 
B u l l e t i n s . These ma t te rs m a y be i n c l u d e d in t h e Board 's agenda at t h e o p t i o n o f t h e B o a r d . 
T e c h n i c a l Bu l l e t i ns usua l l y are n o t e x p o s e d , b u t m a y be at t h e o p t i o n o f t h e S ta f f . 
O t h e r 
In a d d i t i o n , t h e Board m a y issue I n v i t a t i o n s t o C o m m e n t , Research R e p o r t s a n d b o o k l e t s 
t h a t he lp t o i l l us t ra te S tandards . N o n e o f these requ i re p r i o r e x p o s u r e . 
R E C E N T D E V E L O P M E N T S 
D e v e l o p m e n t s d u r i n g t h e last six m o n t h s i n c l u d e t h e issuance o f t w o S t a t e m e n t s o f C o n c e p t s , 
seven S t a t e m e n t s o f S tandards , o n e I n t e r p r e t a t i o n , t w o Techn ica l B u l l e t i n s , and t w o Re-
search R e p o r t s . In a d d i t i o n , t h e Board has r e c e n t l y issued a Discuss ion M e m o r a n d u m , 
Reporting Funds Flows, Liquidity, and Financial Flexibility, f o u r E x p o s u r e D r a f t s o f 
p r o p o s e d S t a t e m e n t s , and f o u r p roposed I n t e r p r e t a t i o n s . A l s o , t h e Board has issued e x t e n d e d 
examp les o f d isc losures p r o v i d e d b y enterpr ises t h a t have c o m p l i e d w i t h F A S B S t a t e m e n t N o . 
3 3 , Financial Reporting and Changing Prices, d u r i n g t h e f i r s t year o f i ts a p p l i c a t i o n . 
H o w e v e r , t h e o v e r w h e l m i n g d e v e l o p m e n t d u r i n g t h e second ha l f o f 1 9 8 0 was t h e exposu re 
o f t h e long a w a i t e d p roposed rev is ion o f F A S B S t a t e m e n t N o . 8 , Accounting for the Trans-
lation of Foreign Currency Transactions and Foreign Currency Financial Sta tements 
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Issued b y a n a r r o w 4 -3 m a j o r i t y v o t e , t h e E x p o s u r e D r a f t , Foreign Currency Translation, 
d a t e d A u g u s t 2 8 , 1 9 8 0 , soon p roved even m o r e con t rove rs ia l t h a n S t a t e m e n t N o . 8 i tse l f . 
T h e E x p o s u r e D r a f t advocates a c u r r e n t exchange rate f o r t r a n s l a t i o n o f all e lemen ts o f f i n a n -
cial s t a t e m e n t s , a n d a local perspect ive f o r d e t e r m i n a t i o n o f t h e basic r e p o r t i n g (or f u n c t i o n a l ) 
c u r r e n c y as o p p o s e d t o t h e d o l l a r perspect ive o f S t a t e m e n t N o . 8 . A l s o , S t a t e m e n t N o . 8 
t rans la tes f i x e d assets, d e p r e c i a t i o n a n d i n v e n t o r y a t h i s to r i ca l exchange rates. Over 3 0 0 
response le t ters were received b y t h e Board b y t h e e n d o f t h e response p e r i o d . A d d i t i o n a l l y , 
f o u r days o f p u b l i c hear ings w e r e h e l d . A p p r o x i m a t e l y ha l f o f t h e let ters s u p p o r t e d r e t e n t i o n 
o f S t a t e m e n t N o . 8 w i t h m o d i f i c a t i o n s f o r de fe r ra l o f f o r e i g n c u r r e n c y t r a n s l a t i o n gains a n d 
losses, t h e t r a n s l a t i o n o f i nven to r ies at c u r r e n t rates, and l ibera l i zed hedg ing p rov is ions . T h e 
advocates o f t h e n e w E x p o s u r e D r a f t w o u l d p re fe r i t i f m o d i f i c a t i o n s w e r e made t o p e r m i t 
i n f l a t i o n a d j u s t m e n t s f o r f i n a n c i a l s t a t e m e n t s o f enterpr ises o p e r a t i n g in h y p e r i n f l a t i o n a r y 
e c o n o m i e s , b e t t e r d e f i n i t i o n o f c r i t e r i a f o r cho ice o f a f u n c t i o n a l c u r r e n c y , and m o r e consis-
t e n t t r e a t m e n t o f investor - investee a n d investee- investee t r a n s a c t i o n s . A t t h i s t i m e , i t is 
unc lear w h a t f u t u r e a c t i o n t h e Boa rd m a y t a k e . I t is c e r t a i n , h o w e v e r , t h a t t h e Boa rd w i l l 
give ca re fu l c o n s i d e r a t i o n t o al l a r g u m e n t s p resen ted . M a n y responden ts have expressed a 
w i s h f o r a longer response p e r i o d , o n e t h a t w o u l d enable e x p e r i m e n t a t i o n w i t h c o m p a n y 
da ta u n d e r d i f f e r i n g r e p o r t i n g s tandards . 
T h e B o a r d made g o o d progress o n its C o n c e p t u a l F r a m e w o r k p r o j e c t , issuing Concep ts 
S t a t e m e n t N o . 3 , Elements of Financial Statements of Business Enterprises, and C o n c e p t s 
S t a t e m e n t N o . 4 , Objectives of Financial Reporting by Nonbusiness Organizations. A l s o , 
cons iderab le progress was made o n o t h e r C o n c e p t u a l F r a m e w o r k p ro jec ts . A Discussion 
M e m o r a n d u m , Reporting Funds Flows, Liquidity, and Financial Flexibility, m a r k e d a sig-
n i f i c a n t m i l e s t o n e in t h a t area. Cons iderab le progress was ev idenced b y t h e issuance o f t w o 
Research R e p o r t s in t h e area o f a c c o u n t i n g r e c o g n i t i o n c r i t e r i a . 
S teady progress was also ach ieved in f i nanc i a l r e p o r t i n g and chang ing pr ices. In a d d i t i o n 
t o t h e i l l us t ra t i ve d isc losures m e n t i o n e d ear l ie r , t h e Board issued th ree S t a t e m e n t s o n specia l -
ized assets i n f l a t i o n p r o v i s i o n s — f o r m i n i n g and o i l a n d gas, t i m b e r l a n d s a n d g r o w i n g t i m b e r , 
a n d i n c o m e - p r o d u c i n g real estate. T h e e x p e r i m e n t o n i n f l a t i o n a c c o u n t i n g r e p o r t i n g appears 
o f f t o a g o o d s ta r t . 
A l ist o f p r o n o u n c e m e n t s a n d o t h e r d o c u m e n t s issued b y t h e F A S B d u r i n g t h e last s ix 
m o n t h s f o l l o w s : 
F A S B S t a t e m e n t s o f C o n c e p t s issued: 
N o . 3 — Elements of Financial Statements of Business Enterprises ( D e c e m b e r 1980) (see p. 10) 
N o . 4 — Objectives of Financial Reporting by Nonbusiness Organizations (December 1 9 8 0 ) 
(see p. 15) 
F A S B S t a t e m e n t s issued: 
N o . 3 8 - Accounting for Preacquisition Contingencies of Purchased Enterprises ( S e p t e m b e r 
1980) (see p. 4 5 ) 
N o . 3 9 — Financial Reporting and Changing Prices: Specialized Assets — Mining and Oil and 
Gas ( O c t o b e r 1980) (see p. 4 6 ) 
N o . 4 0 — Financial Reporting and Changing Prices: Specialized Assets — Timberlands and 
Growing Timber ( N o v e m b e r 1980) (see p. 4 8 ) 
N o . 4 1 — Financial Reporting and Changing Prices: Specialized Assets — Income-Producing 
Real Estate ( N o v e m b e r 1980) (see p. 48 ) 
N o . 4 2 — Determining Materiality for Capitalization of Interest Cost ( N o v e m b e r 1 9 8 0 ) 
(see p. 4 9 ) 
N o . 4 3 — Accounting for Compensated Absences ( N o v e m b e r 1980) (see p. 4 9 ) 
N o . 4 4 — Accounting for Intangible Assets of Motor Carriers ( D e c e m b e r 1980) (see p. 5 1 ) 
I n t e r p r e t a t i o n issued: 
N o . 3 3 — Applying FASB Statement No, 34 to Oil and Gas Producing Operations Accounted 
for by the Full Cost Method ( A u g u s t 1980) (see p. 63 ) 
T e c h n i c a l B u l l e t i n s issued: 
8 0 — 1 — Early Extinguishment of Debt Through Exchange for Common or Preferred Stock 
( D e c e m b e r 19 , 1 9 8 0 ) 
8 0 — 2 — Classification of Debt Restructurings by Debtors and Creditors ( D e c e m b e r 19 , 1980) 
Discuss ion M e m o r a n d u m issued: 
Reporting Funds Flows, Liquidity, and Financial Flexibility ( D e c e m b e r 15 , 1980) (see p. 77) 
E x p o s u r e D r a f t s issued: 
• Foreign Currency Translation ( A u g u s t 2 8 , 1980) (see p. 67) 
• Disclosure of Interest Rate Futures Contracts and Forward and Standby Contracts 
( N o v e m b e r 14 , 1 9 8 0 ) (see p. 69) 
• Disclosure of Obligations: Disclosure of Unconditional Obligations (November 1 4 , 
1980) (see p. 69) 
• Accounting for Franchise Fee Revenues ( D e c e m b e r 1 , 1980) (see p. 71) 
Proposed I n t e r p r e t a t i o n s issued: 
• Accounting by Oil and Gas Producing Companies for the Tax Benefits of Percentage 
Depletion, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 19 ( J u l y 3 1 , 1980) (see p. 72) 
• Disclosure of Obligations: Disclosure of Indirect Guarantees of Indebtedness of Others 
( N o v e m b e r 14, 1980) (see p. 72) 
• Accounting for Exploratory Wells in Progress at the End of a Period ( N o v e m b e r 2 6 , 
1980) (see p. 73 ) 
• Criteria for Applying the Equity Method of Accounting for Investments in Common 
Stock ( D e c e m b e r 19 , 1980) (see p. 73 ) 
Specia l R e p o r t issued: 
Examples of the Use of FASB Statement No. 33, Financial Reporting and Changing 
Prices ( N o v e m b e r 1 9 8 0 ) 
Research R e p o r t s issued: 
• Reporting of Service Efforts and Accomplishments ( N o v e m b e r 1 9 8 0 ) (see p. 85) 
• Recognition of Contractual Rights and Obligations ( D e c e m b e r 1980) (see p. 87 ) 
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S T A T E M E N T S O F F I N A N C I A L A C C O U N T I N G C O N C E P T S I S S U E D 
Purpose a n d A u t h o r i t y 
— T h e pu rpose o f t h e series o n c o n c e p t s is t o set f o r t h ob jec t i ves and f u n d a m e n t a l s o n w h i c h 
f i n a n c i a l a c c o u n t i n g a n d r e p o r t i n g s tandards w i l l be based. 
• T h e ob jec t i ves i d e n t i f y t h e goals and purposes o f f i nanc i a l r e p o r t i n g . 
• T h e f u n d a m e n t a l s are t h e u n d e r l y i n g c o n c e p t s o f f i nanc ia l a c c o u n t i n g . 
o C o n c e p t s gu ide t h e se lec t ion o f t r a n s a c t i o n s , events , and c i r cums tances t o be 
a c c o u n t e d f o r , t h e i r m e a s u r e m e n t a n d r e c o g n i t i o n , and t h e means o f s u m m a r i z i n g 
a n d c o m m u n i c a t i n g t h e m t o in te res ted par t ies. 
— S t a t e m e n t s o f F inanc ia l A c c o u n t i n g C o n c e p t s d o n o t establ ish genera l l y accep ted a c c o u n t -
ing p r i n c i p l e s a n d , t h e r e f o r e , are n o t i n t e n d e d t o i n v o k e t h e a p p l i c a t i o n o f Ru le 2 0 3 o r 
2 0 4 o f t h e A I C P A Rules of Conduct of the Code of Professional Ethics. 
— Pend ing r e e x a m i n a t i o n o f its p r o n o u n c e m e n t s , as we l l as those o f predecessor s t a n d a r d -
se t t i ng bod ies , a n d e x i s t i n g a c c o u n t i n g pract ices in t h e l i gh t o f t h e c o n c e p t s d e v e l o p e d , 
S t a t e m e n t s o f F inanc ia l A c c o u n t i n g Concep ts d o n o t requ i re o r j u s t i f y : 
• A change in ex i s t i ng a c c o u n t i n g p r inc ip les . 
• A m e n d m e n t , m o d i f i c a t i o n , o r i n t e r p r e t a t i o n o f ex i s t i ng s tandards o f t h e Board a n d 
predecessor bod ies . 
• A change in e x i s t i n g a c c o u n t i n g a n d r e p o r t i n g pract ices based o n a personal i n t e r p r e -
t a t i o n o f t h e ob jec t i ves and c o n c e p t s . 
N o . 1 — Objectives of Financial Reporting by Business Enterprises ( N o v e m b e r 1978) 
— Establ ishes t h e ob jec t i ves o f general pu rpose e x t e r n a l f i nanc ia l r e p o r t i n g b y business en ter -
prises. 
• Does n o t c o n c l u d e t h a t t h e uses and ob jec t i ves o f f i nanc ia l r e p o r t i n g b y o t h e r k inds o f 
e n t i t i e s are, o r s h o u l d be, t h e same as o r d i f f e r e n t f r o m those o f business enterpr ises . 
• C o n t a i n s n o conc lus ions a b o u t m a t t e r s such as t h e i d e n t i t y , n u m b e r or f o r m o f f i nanc ia l 
s t a t e m e n t s , t h e a t t r i b u t e s t o be measured , o r t h e u n i t o f measure t o be used. 
• Ob jec t i ves pe r ta in t o f i nanc i a l r e p o r t i n g , a n d are n o t res t r i c ted t o i n f o r m a t i o n c o m m u n i -
ca ted b y f i n a n c i a l s t a t e m e n t s . 
o F inanc ia l r e p o r t i n g inc ludes n o t o n l y f i n a n c i a l s t a t e m e n t s b u t also o t h e r means o f 
c o m m u n i c a t i n g i n f o r m a t i o n t h a t re lates, d i r e c t l y o r i n d i r e c t l y , t o t h e i n f o r m a t i o n 
p r o v i d e d b y t h e a c c o u n t i n g s y s t e m . 
• Ob jec t i ves are a f f e c t e d b y t h e e c o n o m i c , legal , p o l i t i c a l , a n d social e n v i r o n m e n t in t h e 
U n i t e d States. 
• Ob jec t i ves are also a f f e c t e d b y charac ter is t i cs a n d l i m i t a t i o n s o f t h e i n f o r m a t i o n t h a t 
f i n a n c i a l r e p o r t i n g , and p a r t i c u l a r l y f i nanc i a l s t a t e m e n t s , can p r o v i d e . 
o T h e i n f o r m a t i o n is p r i m a r i l y f i nanc i a l in n a t u r e — i t is genera l l y q u a n t i f i e d a n d 
expressed in u n i t s o f m o n e y . 
o T h e i n f o r m a t i o n is o f t e n l i m i t e d b y c o n s t r a i n t s i n h e r e n t in p rocedures , such as v e r i f i -
c a t i o n , t h a t are c o m m o n l y used t o enhance t h e r e l i a b i l i t y o r o b j e c t i v i t y o f t h e i n f o r -
m a t i o n . 
o T h e i n f o r m a t i o n pe r ta ins t o i n d i v i d u a l business en te rpr ises , w h i c h m a y c o m p r i s e t w o 
o r m o r e a f f i l i a t e d e n t i t i e s , ra the r t h a n t o indus t r ies o r an e c o n o m y as a w h o l e . 
o T h e i n f o r m a t i o n o f t e n resul ts f r o m a p p r o x i m a t i o n s o f t h e f i nanc ia l e f fec ts o f t ransac-
t i o n s a n d events , ra the r t h a n e x a c t measures. N u m e r o u s es t imates , c lass i f i ca t ions , 
s u m m a r i z a t i o n s , j u d g m e n t s , and a l l o c a t i o n s are i nvo l ved in t h e m e a s u r e m e n t process. 
o T h e i n f o r m a t i o n largely re f lec ts t h e f i nanc ia l e f fec ts o f t ransac t ions and events t h a t 
have a l ready h a p p e n e d . 
o F inanc ia l r e p o r t i n g is b u t o n e source o f i n f o r m a t i o n needed t o m a k e e c o n o m i c dec i -
s ions a b o u t business en terpr ises . 
o F inanc ia l i n f o r m a t i o n invo lves a cost t o p r o v i d e and use. 
T h e ob jec t i ves s tem p r i m a r i l y f r o m t h e i n f o r m a t i o n a l needs o f e x t e r n a l users w h o lack t h e 
a u t h o r i t y t o prescr ibe t h e f i nanc ia l i n f o r m a t i o n t h e y w a n t f r o m t h e en terpr ise and m u s t 
use t h e i n f o r m a t i o n t h a t m a n a g e m e n t c o m m u n i c a t e s t o t h e m . 
• F o r p r a g m a t i c reasons, t h e ob jec t i ves are focused o n i n f o r m a t i o n f o r i n v e s t m e n t a n d 
c r e d i t dec is ions . 
Ob jec t i ves 
• F inanc ia l r e p o r t i n g s h o u l d p r o v i d e i n f o r m a t i o n t h a t is useful t o present and p o t e n t i a l 
investors a n d c r e d i t o r s a n d o t h e r users in m a k i n g ra t i ona l i n v e s t m e n t , c r ed i t and s im i la r 
dec is ions . 
o T h e i n f o r m a t i o n s h o u l d be c o m p r e h e n s i b l e t o those w h o have a reasonable under -
s tand ing o f business a n d e c o n o m i c ac t i v i t i es and are w i l l i n g t o s t u d y t h e i n f o r m a t i o n 
w i t h reasonable d i l i gence . 
• F inanc ia l r e p o r t i n g s h o u l d p r o v i d e i n f o r m a t i o n t o he lp present and p o t e n t i a l investors 
a n d c r e d i t o r s and o t h e r users in assessing t h e a m o u n t s , t i m i n g , and u n c e r t a i n t y o f p r o -
spect ive cash rece ip ts f r o m d i v i d e n d s o r in terest a n d t h e proceeds f r o m t h e sale, r e d e m p -
t i o n , o r m a t u r i t y o f secur i t ies o r loans. 
o T h e prospec ts f o r t h o s e cash rece ip ts are a f f e c t e d b y an enterpr ise 's a b i l i t y t o gener-
ate e n o u g h cash t o mee t i ts o b l i g a t i o n s w h e n d u e and i ts o t h e r cash o p e r a t i n g needs, 
t o re invest in o p e r a t i o n s , a n d t o pay cash d i v i d e n d s , and m a y be a f f e c t e d b y inves to rs ' 
a n d c r e d i t o r s ' p e r c e p t i o n s a b o u t t h a t a b i l i t y , w h i c h a f f e c t share m a r k e t pr ices. 
o F inanc ia l r e p o r t i n g s h o u l d , t h e r e f o r e , p r o v i d e i n f o r m a t i o n t o he lp investors , c r e d i t o r s , 
and o t h e r s assess t h e a m o u n t s , t i m i n g , and u n c e r t a i n t y o f p rospec t i ve net cash i n f l o w s 
t o t h e re la ted en te rp r i se . 
• F inanc ia l r e p o r t i n g s h o u l d p r o v i d e i n f o r m a t i o n a b o u t t h e e c o n o m i c resources o f an 
en te rp r i se , t h e c la ims t o those resources (ob l i ga t i ons o f t h e en te rp r i se t o t rans fe r re-
sources t o o t h e r e n t i t i e s a n d o w n e r s ' e q u i t y ) , a n d t h e e f fec ts o f t r ansac t i ons , events , and 
c i r cums tances t h a t change resources and c la ims t o those resources. 
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o T h e p r i m a r y f o c u s o f f i nanc i a l r e p o r t i n g is i n f o r m a t i o n a b o u t an en te rp r i se 's p e r f o r -
mance p r o v i d e d b y measures o f earn ings a n d i ts c o m p o n e n t s . 
• Per iod ic earn ings m e a s u r e m e n t invo lves re la t ing t o pe r iods t h e bene f i t s f r o m , and 
t h e costs o f , o p e r a t i o n s a n d o t h e r t r a n s a c t i o n s , events , and c i r cums tances t h a t 
a f f e c t an en te rp r i se . 
• A c c r u a l a c c o u n t i n g genera l l y p rov ides a b e t t e r i n d i c a t i o n o f en te rp r i se p e r f o r m a n c e 
t h a n i n f o r m a t i o n a b o u t c u r r e n t cash rece ip ts and p a y m e n t s . 
• T h e goal o f accrua l and de fe r ra l o f bene f i t s and sacr i f ices is t o re la te t h e a c c o m -
p l i s h m e n t s a n d t h e e f f o r t s so t h a t r e p o r t e d earnings measure an en terpr ise 's per-
f o r m a n c e d u r i n g a p e r i o d . 
• F inanc ia l r e p o r t i n g s h o u l d p r o v i d e i n f o r m a t i o n a b o u t h o w an en te rp r i se o b t a i n s and 
spends cash, a b o u t i ts b o r r o w i n g s a n d r e p a y m e n t o f b o r r o w i n g s , a b o u t i ts cap i ta l t rans-
a c t i o n s ( i n c l u d i n g cash d i v i d e n d s a n d o t h e r d i s t r i b u t i o n s o f en te rp r i se resources t o 
o w n e r s ) , a n d a b o u t o t h e r f a c t o r s t h a t m a y a f f e c t an en te rp r ise 's l i q u i d i t y o r s o l v e n c y . 
• F inanc ia l r e p o r t i n g s h o u l d p r o v i d e i n f o r m a t i o n a b o u t h o w m a n a g e m e n t o f an en te rp r i se 
has d ischarged its s t e w a r d s h i p r e s p o n s i b i l i t y t o o w n e r s ( s tockho lde rs ) f o r t h e use o f 
en te rp r i se resources e n t r u s t e d t o m a n a g e m e n t . 
o Earn ings i n f o r m a t i o n is c o m m o n l y t h e f o c u s f o r assessing m a n a g e m e n t ' s s t e w a r d s h i p 
o r a c c o u n t a b i l i t y . 
o F inanc ia l r e p o r t i n g and f i nanc ia l s t a t e m e n t s usua l l y c a n n o t , a n d d o n o t , separate 
m a n a g e m e n t p e r f o r m a n c e f r o m en te rp r i se p e r f o r m a n c e . 
• F inanc ia l r e p o r t i n g s h o u l d i n c l u d e e x p l a n a t i o n s and i n t e r p r e t a t i o n s t o he lp users u n d e r -
s tand f i n a n c i a l i n f o r m a t i o n p r o v i d e d . 
— T h e ob jec t i ves leave unanswered t h e f o l l o w i n g t o p i c s w h i c h are t o be t h e sub jec t o f o t h e r 
S t a t e m e n t s o f F inanc ia l A c c o u n t i n g C o n c e p t s : 
• T h e i d e n t i t y , n u m b e r , and f o r m o f f i nanc ia l s t a t e m e n t s . 
• E l e m e n t s o f f i n a n c i a l s ta temen ts a n d t h e i r r e c o g n i t i o n , measu remen t a n d d i s p l a y . 
• I n f o r m a t i o n t h a t s h o u l d be p r o v i d e d b y o t h e r means o f f i nanc ia l r e p o r t i n g . 
• Q u a l i t a t i v e charac te r is t i cs such as re levance, r e l i a b i l i t y a n d o t h e r c r i t e r i a f o r eva lua t ing 
a n d se lec t ing a c c o u n t i n g i n f o r m a t i o n . 
N o . 2 — Qualitative Characteristics of Accounting Information ( M a y 1 9 8 0 ) 
— T h e charac te r is t i cs o r qua l i t i es o f a c c o u n t i n g i n f o r m a t i o n discussed in t h i s S t a t e m e n t are 
t h e i ng red ien ts t h a t m a k e t h e i n f o r m a t i o n usefu l a n d are t h e qua l i t i es t o be s o u g h t w h e n 
a c c o u n t i n g cho ices are made . 
• A l t h o u g h t h e qua l i t i es o f a c c o u n t i n g i n f o r m a t i o n discussed re late p r i m a r i l y t o business 
en te rp r i ses , t h e Boa rd has t e n t a t i v e l y c o n c l u d e d t h a t s im i l a r qua l i t i es also a p p l y t o 
a c c o u n t i n g i n f o r m a t i o n r e p o r t e d b y nonbus iness o r g a n i z a t i o n s . 
• A c c o u n t i n g cho ices are made a t t w o levels: 
o A c c o u n t i n g cho ices are made b y t h e Board o r o t h e r agencies t h a t have t h e p o w e r t o 
r e q u i r e en terpr ises t o r e p o r t in some p a r t i c u l a r w a y . 
o A c c o u n t i n g cho ices are also m a d e a t t h e level o f t h e i n d i v i d u a l en te rp r i se w h e r e the re 
are a l te rna t i ve m e t h o d s o f a c c o u n t i n g f o r w h i c h n o s t a n d a r d has been p r o m u l g a t e d , 
o r a cho ice ex is ts b e t w e e n w a y s o f i m p l e m e n t i n g a s t a n d a r d . 
- T h e cen t ra l ro le o f f i nanc ia l r e p o r t i n g in i n v e s t m e n t , c r e d i t , a n d s im i la r dec is ions makes i t 
essential t h a t a c c o u n t i n g i n f o r m a t i o n possess those qua l i t i es t h a t render it usefu l f o r 
dec is ion m a k i n g . 
• Ob jec t i ves o r i e n t e d m o r e t o w a r d s t e w a r d s h i p are also c o n c e r n e d w i t h dec is ions. 
o T h e b roader s t e w a r d s h i p use o f a c c o u n t i n g , w h i c h is c o n c e r n e d w i t h t h e e f f i c i e n c y , 
e f fec t iveness and i n t e g r i t y o f t h e s t e w a r d , helps s t o c k h o l d e r s o r o t h e r f i n a n c i a l l y 
in te res ted par t ies eva luate t h e m a n a g e m e n t o f an en te rp r i se . 
• Appra i sa l o f m a n a g e m e n t ' s s t e w a r d s h i p is a f a c t o r in s t o c k h o l d e r assessments o f 
t h e p rospec ts f o r t h e i r i n v e s t m e n t s . 
• Th i s v i e w o f s tewardsh ip use o f a c c o u n t i n g i n f o r m a t i o n does n o t d i m i n i s h i ts i m -
p o r t a n c e , n o r does i t e levate t h e p r e d i c t i v e va lue o f a c c o u n t i n g i n f o r m a t i o n above 
its c o n f i r m a t o r y va lue . 
T h e charac ter is t i cs o f a c c o u n t i n g i n f o r m a t i o n t h a t m a k e i t a des i rab le c o m m o d i t y can be 
v iewed as a h i e r a r c h y o f q u a l i t i e s , w i t h usefulness f o r dec is ion m a k i n g t h e m o s t i m p o r t a n t . 
• T h e p r i m a r y qua l i t i es are t h a t a c c o u n t i n g i n f o r m a t i o n be re levant a n d re l iab le . 
o Re levant i n f o r m a t i o n m u s t be t i m e l y and i t m u s t have p r e d i c t i v e va lue o r feedback 
value o r b o t h . 
o Re l iab le i n f o r m a t i o n m u s t have rep resen ta t iona l f a i t h f u l n e s s and i t m u s t be ve r i f i ab le 
a n d n e u t r a l . 
• C o m p a r a b i l i t y , i n c l u d i n g c o n s i s t e n c y , is a secondary q u a l i t y t h a t in te rac ts w i t h relevance 
a n d r e l i a b i l i t y t o c o n t r i b u t e t o t h e usefulness o f a c c o u n t i n g i n f o r m a t i o n . 
• T w o c o n s t r a i n t s ( p r i m a r i l y q u a n t i t a t i v e ra the r t h a n q u a l i t a t i v e ) a re : 
o T o be usefu l and w o r t h p r o v i d i n g , t h e bene f i t s o f a c c o u n t i n g i n f o r m a t i o n s h o u l d 
exceed i ts cost . 
o A l l qua l i t i es are sub jec t t o a m a t e r i a l i t y t h r e s h o l d . 
• T h e h i e r a r c h y does n o t assign p r i o r i t i e s a m o n g qua l i t i es . 
o T h e re la t ive w e i g h t t o be g iven t o d i f f e r e n t qua l i t i es m u s t v a r y a c c o r d i n g t o c i r c u m -
stances. 
• U n d e r s t a n d a b i l i t y o f a c c o u n t i n g i n f o r m a t i o n is governed b y a c o m b i n a t i o n o f user char-
ac ter is t ics a n d charac te r is t i cs i n h e r e n t in t h e i n f o r m a t i o n . 
• T h e S t a t e m e n t discusses t r a d e - o f f s b e t w e e n charac ter is t i cs a p p l i c a b l e t o k i n d s o f dec i -
s ions a n d t o g roups o f users o f a c c o u n t i n g i n f o r m a t i o n . 
Relevance is t h e c a p a c i t y o f a c c o u n t i n g i n f o r m a t i o n t o m a k e a d i f f e r e n c e in a dec is ion b y 
he lp ing users t o f o r m p r e d i c t i o n s a b o u t t h e o u t c o m e s o f past , p resen t , a n d f u t u r e events , o r 
t h e c a p a c i t y t o c o n f i r m o r c o r r e c t p r i o r e x p e c t a t i o n s . 
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• P red ic t i ve va lue is an i m p o r t a n t c o n s i d e r a t i o n in d i s t i ngu i sh ing re levant f r o m i r re levant 
a c c o u n t i n g i n f o r m a t i o n . 
• A c c o u n t i n g i n f o r m a t i o n can also m a k e a d i f f e r e n c e b y c o n f i r m i n g or c o r r e c t i n g dec is ion 
m a k e r s ' ear l ier e x p e c t a t i o n s . 
• T ime l iness is an a n c i l l a r y aspect o f re levance. 
o Ga ins in re levance t h a t c o m e w i t h increased t ime l iness m a y en ta i l sacr i f ices o f o t h e r 
des i rab le charac ter is t i cs o f a c c o u n t i n g i n f o r m a t i o n , as, f o r e x a m p l e , p r e c i s i o n . 
— R e l i a b i l i t y is t h e q u a l i t y o f a c c o u n t i n g i n f o r m a t i o n t h a t assures t h e i n f o r m a t i o n is reason-
a b l y f ree f r o m e r r o r and bias a n d f a i t h f u l l y represents w h a t i t p u r p o r t s t o represent . 
• R e l i a b i l i t y o f a c c o u n t i n g i n f o r m a t i o n s tems f r o m t w o charac te r is t i cs , rep resen ta t iona l 
f a i t h f u l n e s s a n d v e r i f i a b i l i t y . 
o Represen ta t iona l f a i t h f u l n e s s is t h e c o r r e s p o n d e n c e o r ag reement b e t w e e n a measure 
o r d e s c r i p t i o n a n d t h e p h e n o m e n o n i t p u r p o r t s t o represent . 
• A c c o u n t i n g , o f necess i ty , re f lec ts degrees o f rep resen ta t iona l f a i t h f u l n e s s . 
• R e l i a b i l i t y does n o t i m p l y c e r t a i n t y o r p r e c i s i o n . 
• Represen ta t iona l f a i t h f u l n e s s requ i res f r e e d o m f r o m bias, b o t h in t h e measurer a n d 
in t h e m e a s u r e m e n t m e t h o d . 
• Comp le teness o f i n f o r m a t i o n also a f f ec t s i ts re levance. 
o V e r i f i a b i l i t y , t h e second cha rac te r i s t i c , c o n t r i b u t e s t o r e l i a b i l i t y because v e r i f i c a t i o n 
imp l i es consensus; i t p rov ides a s i g n i f i c a n t degree o f assurance t h a t a c c o u n t i n g mea-
sures represent w h a t t h e y p u r p o r t t o represen t . 
• V e r i f i c a t i o n does n o t guaran tee t h a t t h e i n f o r m a t i o n has a h igh degree o f repre-
sen ta t i ona l f a i t h f u l n e s s . 
• A measure w i t h a h igh degree o f v e r i f i a b i l i t y is n o t necesar i ly re levant t o t h e dec i -
s ion f o r w h i c h i t is i n t e n d e d . 
• T h e ro le o f c o n s e r v a t i o n in a c c o u n t i n g is r e d u c e d t o t h e r e c o g n i t i o n t h a t u n c e r t a i n t i e s 
i n h e r e n t in business s i t u a t i o n s necessi tate p r u d e n t reac t ions a n d c o n s i d e r a t i o n o f all t h e 
r isks. 
• C o n s e r v a t i o n in f i nanc ia l r e p o r t i n g s h o u l d n o longer c o n n o t e d e l i b e r a t e , cons i s ten t 
u n d e r s t a t e m e n t o f ne t assets a n d p r o f i t s . 
• N e u t r a l i t y i n te rac ts w i t h rep resen ta t i ona l f a i t h f u l n e s s a n d v e r i f i a b i l i t y t o a f f e c t t h e use-
fu lness o f a c c o u n t i n g i n f o r m a t i o n . 
o N e u t r a l i t y means, e i the r in f o r m u l a t i n g o r i m p l e m e n t i n g s tandards , t h a t t h e p r i m a r y 
c o n c e r n s h o u l d be t h e re levance a n d r e l i a b i l i t y o f t h e a c c o u n t i n g i n f o r m a t i o n t h a t 
resu l ts , n o t t h e e f f e c t t h a t t h e n e w ru le m a y have o n a p a r t i c u l a r i n te res t . 
o F o r a s tandard t o be n e u t r a l , i t is n o t necessary t h a t i t t r e a t e v e r y o n e a l i k e in all 
respects. 
• A s tandard c o u l d t r ea t smal l en terpr ises d i f f e r e n t l y t h a n large enterpr ises w i t h o u t 
hav ing its n e u t r a l i t y i m p u g n e d . 
o T h e Board recognizes, h o w e v e r , t h a t s tandard -se t t i ng a u t h o r i t y mus t be a le r t t o 
t h e e c o n o m i c i m p a c t o f t h e s tandards i t p r o m u l g a t e s . 
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• A m a r k e d l y u n e x p e c t e d e f f e c t o n business behav io r m a y p o i n t t o an un fo reseen 
d e f i c i e n c y in a s t a n d a r d in t h e sense t h a t i t does n o t resu l t in t h e f a i t h f u l repre-
s e n t a t i o n o f e c o n o m i c p h e n o m e n a . 
— R e l i a b i l i t y and re levance o f t e n i m p i n g e o n each o t h e r , c rea t ing a need f o r t r a d e - o f f s . 
— C o m p a r a b i l i t y is a q u a l i t y o f t h e r e l a t i o n s h i p be tween t w o o r m o r e pieces o f a c c o u n t i n g 
i n f o r m a t i o n t h a t enables users t o i d e n t i f y s im i la r i t i es i n , a n d d i f f e rences b e t w e e n , t w o sets 
o f e c o n o m i c p h e n o m e n a . 
• C o m p a r i s o n is n o r m a l l y a q u a n t i t a t i v e assessment o f t h e c o m m o n charac ter is t i cs . 
• A c c o u n t i n g i n f o r m a t i o n a b o u t an en te rp r i se gains g rea t l y in usefulness i f i t can be c o m -
pared w i t h s im i la r i n f o r m a t i o n a b o u t o t h e r enterpr ises a n d w i t h s im i la r i n f o r m a t i o n 
a b o u t t h e same en te rp r i se f o r some o t h e r p e r i o d o r some o t h e r p o i n t in t i m e . 
o N o n c o m p a r a b i l i t y arises because o f : 
• D i f f e rences in i n p u t s a n d c l a s s i f i c a t i o n , such as F I F O - L I F O i n v e n t o r y m e t h o d s . 
• I l l -chosen or i n c o m p l e t e da ta i n p u t s t h a t fa i l t h e test o f r e l i a b i l i t y in t e r m s o f 
rep resen ta t iona l f a i t h f u l n e s s . 
• Greater c o m p a r a b i l i t y is n o t a t t a i n e d b y m a k i n g u n l i k e th ings l o o k a l i k e . 
• Cons is ten t use o f a c c o u n t i n g p r i nc ip les is essential t o c o m p a r a b i l i t y over t i m e . 
o W h e n a change t o a p re fe rab le m e t h o d occu rs , d isc losure o f t h e e f f e c t o f t h e change 
o f m e t h o d c o n t r i b u t e s t o c o m p a r a b i l i t y . 
— M a t e r i a l i t y is n o t a p r i m a r y cha rac te r i s t i c , b u t i t is cons ide red in r e l a t i o n t o t h e o t h e r 
q u a l i t a t i v e charac te r i s t i cs , espec ia l ly re levance a n d r e l i a b i l i t y . 
• M a t e r i a l i t y j u d g m e n t s are p r i m a r i l y q u a n t i t a t i v e in n a t u r e . 
• Omiss ions o r m iss ta temen ts o f an i t e m in a f i nanc ia l r e p o r t are mate r ia l i f , in t h e l igh t 
o f s u r r o u n d i n g c i r c u m s t a n c e s , t h e m a g n i t u d e o f t h e i t e m is such t h a t i t is p r o b a b l e t h a t 
t h e j u d g m e n t o f a reasonable person r e l y i n g u p o n t h e r e p o r t w o u l d have been changed 
o r i n f l u e n c e d b y t h e i n c l u s i o n o r c o r r e c t i o n o f t h e i t e m . 
• T h e Board ' s present p o s i t i o n is t h a t n o general s tandards o f m a t e r i a l i t y c o u l d be f o r m u -
lated t o t a k e i n t o a c c o u n t al l t h e c o n s i d e r a t i o n s t h a t en te r i n t o an e x p e r i e n c e d h u m a n 
j u d g m e n t . 
o T h i s p o s i t i o n is n o t i n t e n d e d t o i m p l y t h a t q u a n t i t a t i v e gu idance o n m a t e r i a l i t y o f 
spec i f i c i t ems m a y n o t , a p p r o p r i a t e l y , be w r i t t e n i n t o t h e Board 's s tandards f r o m 
t i m e t o t i m e . 
— U l t i m a t e l y , a s tandard -se t t i ng b o d y has t o d o its best t o meet t h e needs o f soc ie t y as a 
w h o l e w h e n i t p r o m u l g a t e s a s tanda rd t h a t sacr i f ices o n e q u a l i t y f o r a n o t h e r ; i t mus t also 
be aware c o n s t a n t l y o f t h e ca lcu lus o f costs a n d bene f i t s . 
• A l t h o u g h i t is u n l i k e l y t h a t s i g n i f i c a n t l y i m p r o v e d means o f measur ing bene f i t s w i l l be-
c o m e avai lab le in t h e foreseeable f u t u r e , t h e Board c a n n o t cease t o be c o n c e r n e d a b o u t 
t h e cost -e f fec t iveness o f i ts s tandards . 
N o . 3 — Elements of Financial Statements of Business Enterprises ( D e c e m b e r 1980) 
— Def ines ten i n te r re la ted e lemen ts o f f i nanc i a l s ta temen ts o f business enterpr ises t h a t are 
d i r e c t l y re la ted t o measur ing p e r f o r m a n c e a n d s ta tus o f an en te rp r i se . 
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• D e f i n i t i o n s are c o n c e r n e d w i t h t h e essential charac ter is t i cs o f i t ems t h a t q u a l i f y as 
e l e m e n t s . 
o A l l m a t t e r s o f r e c o g n i t i o n , m e a s u r e m e n t , a n d d isp lay have p u r p o s e l y been separated 
f r o m t h e d e f i n i t i o n s o f e lemen ts . 
• T o be i n c l u d e d in a p a r t i c u l a r set o f f i nanc ia l s t a t e m e n t s , an i t e m m u s t n o t o n l y 
q u a l i f y u n d e r t h e d e f i n i t i o n o f an e l e m e n t , b u t m u s t also meet c r i t e r i a f o r recog-
n i t i o n a n d have t h e re levant a t t r i b u t e t h a t is capable o f reasonab ly re l iab le mea-
s u r e m e n t o r e s t i m a t e . 
• E l e m e n t s o f f i nanc i a l s t a t e m e n t s are a c c o u n t e d f o r a n d i n c l u d e d in f i nanc ia l s ta te-
m e n t s b y t h e use o f accrual a c c o u n t i n g p rocedu res . A c c r u a l a c c o u n t i n g a n d re la ted 
c o n c e p t s are, t h e r e f o r e , s i g n i f i c a n t n o t o n l y f o r d e f i n i n g e lements o f f i nanc ia l 
s t a t e m e n t s b u t also f o r u n d e r s t a n d i n g a n d cons ide r ing o t h e r aspects o f t h e C o n -
cep tua l F r a m e w o r k f o r f i nanc ia l a c c o u n t i n g a n d r e p o r t i n g . 
• M o s t o f t h e d e f i n i t i o n s are e x p e c t e d t o a p p l y as we l l t o o r g a n i z a t i o n s o t h e r t h a n bus i -
ness en te rpr ises . 
o Assets a n d l i ab i l i t i es are c o m m o n t o all o r g a n i z a t i o n s . 
o E q u i t i e s , revenues, expenses, gains a n d losses also f i t b o t h business and nonbus iness 
o r g a n i z a t i o n s . 
o Inves tmen ts b y o w n e r s , d i s t r i b u t i o n s t o o w n e r s , and c o m p r e h e n s i v e i n c o m e m a y n o t 
be re levant t o nonbus iness o r g a n i z a t i o n s . 
o O t h e r e l e m e n t s , n o t needed b y business en te rpr ises , m a y be needed b y nonbus iness 
e n t i t i e s . 
• F inanc ia l s t a t e m e n t s o f b o t h business enterpr ises and nonbus iness o r g a n i z a t i o n s m a y 
have a d d i t i o n a l e lemen ts . 
o O t h e r possib le e lemen ts are n o t addressed, b u t o t h e r phases o f t h e C o n c e p t u a l F rame-
w o r k p r o j e c t m a y d e f i n e a d d i t i o n a l e lemen ts as needed . 
— E lemen ts o f f i nanc ia l s t a t e m e n t s are f i nanc i a l rep resen ta t ions o f an en terpr ise 's resources, 
t h e c la ims t o o r in terests in those resources, a n d t h e changes t h e r e i n f r o m t ransac t ions and 
o t h e r events a n d c i r cums tances t h a t resul t in changes in those resources and c la ims . 
• T h e t e n e lemen ts are o f t w o d i f f e r e n t k i n d s o r classes: 
o Assets, l i ab i l i t i es , and e q u i t y descr ibe levels o r a m o u n t s o f resources o r c la ims t o 
resources a t a m o m e n t o f t i m e . 
o A l l o t h e r seven e lemen ts descr ibe e f fec ts o f t ransac t ions a n d o t h e r events and c i r c u m -
stances t h a t a f f e c t an en te rp r i se d u r i n g in terva ls o f t i m e ( p e r i o d s ) ; these i n c l u d e : 
• C o m p r e h e n s i v e i n c o m e a n d its c o m p o n e n t s — r e v e n u e s , expenses, gains, a n d losses. 
• I nves tmen ts b y o w n e r s and d i s t r i b u t i o n t o o w n e r s . 
o T h e re la t i ons b e t w e e n t h e t w o classes o f e lemen ts are s o m e t i m e s c o l l e c t i v e l y re fe r red 
t o as " a r t i c u l a t i o n " , t h a t is, t h e y resu l t in sets o f t w o o r m o r e f i nanc ia l s t a t e m e n t s 
t h a t are f u n d a m e n t a l l y i n t e r r e l a t e d so t h a t s t a t e m e n t s t h a t s h o w e lements o f t h e f i r s t 
class d e p e n d o n s t a t e m e n t s t h a t s h o w e lemen ts o f t h e second class, and v ice versa. 
— Assets are p r o b a b l e f u t u r e e c o n o m i c bene f i t s o b t a i n e d o r c o n t r o l l e d b y a p a r t i c u l a r e n t i t y 
as a resul t o f past t r ansac t i ons o r events . 
• A n asset has th ree essential charac te r i s t i cs : 
o I t e m b o d i e s a p r o b a b l e f u t u r e b e n e f i t t h a t invo lves a c a p a c i t y , s ing ly o r in c o m b i n a -
t i o n w i t h o t h e r assets, t o c o n t r i b u t e d i r e c t l y o r i n d i r e c t l y t o f u t u r e ne t cash i n f l o w s . 
o T h e en te rp r i se can o b t a i n t h e b e n e f i t and c o n t r o l o t h e r s ' access t o i t . 
• Legal e n f o r c e a b i l i t y o f a c l a i m t o t h e b e n e f i t is n o t a p re requ is i te f o r a b e n e f i t t o 
q u a l i f y as an asset i f i ts rece ip t b y t h e en te rp r i se is o t h e r w i s e p r o b a b l e . 
o T h e t r a n s a c t i o n o r o t h e r event g iv ing rise t o t h e enterpr ise 's r i gh t t o o r c o n t r o l o f 
t h e b e n e f i t has a l ready o c c u r r e d . 
• O n c e a c q u i r e d , an asset c o n t i n u e s as an asset o f t h e en te rp r i se u n t i l t h e en te rp r i se c o l -
lects i t , t rans fe rs i t t o a n o t h e r e n t i t y , o r uses i t , o r some o t h e r even t or c i r c u m s t a n c e 
d e s t r o y s t h e f u t u r e b e n e f i t o r removes t h e en terpr ise 's a b i l i t y t o o b t a i n i t . 
• V a l u a t i o n a c c o u n t s t h a t reduce o r increase t h e c a r r y i n g a m o u n t o f an asset are some-
t i m e s f o u n d in f i nanc ia l s t a t e m e n t s ; these are pa r t o f t h e re la ted assets a n d are ne i the r 
assets in t h e i r o w n r i g h t n o r l i ab i l i t i es . 
L iab i l i t i es are p r o b a b l e f u t u r e sacr i f ices o f e c o n o m i c bene f i t s ar is ing f r o m present ob l i ga -
t i o n s o f a p a r t i c u l a r e n t i t y t o t rans fe r assets o r p r o v i d e services t o o t h e r e n t i t i e s in t h e 
f u t u r e as a resu l t o f past t ransac t i ons o r events . 
• A l i a b i l i t y has th ree essential charac te r i s t i cs : 
o I t e m b o d i e s a present d u t y o r r e s p o n s i b i l i t y t o one o r m o r e o t h e r e n t i t i e s t h a t enta i ls 
s e t t l e m e n t b y p r o b a b l e f u t u r e t r a n s f e r o r use o f assets a t a spec i f i ed o r d e t e r m i n a b l e 
d a t e , o n o c c u r r e n c e o f a spec i f ied e v e n t , o r o n d e m a n d . 
o T h e d u t y o r r e s p o n s i b i l i t y ob l iga tes a p a r t i c u l a r en te rp r i se , leaving i t l i t t l e o r no 
d i s c r e t i o n t o avo id t h e f u t u r e sacr i f i ce . 
• T h e ex is tence o f a legal ly e n f o r c e a b l e c l a i m is n o t a p re requ is i te f o r an o b l i g a t i o n 
t o q u a l i f y as a l i a b i l i t y i f t h e f u t u r e p a y m e n t o f cash o r o t h e r t rans fe r o f assets t o 
se t t le t h e o b l i g a t i o n is o t h e r w i s e p r o b a b l e . 
o T h e t r a n s a c t i o n o r o t h e r even t o b l i g a t i n g t h e en te rp r i se has a l ready h a p p e n e d . 
• O n c e i n c u r r e d , a l i a b i l i t y c o n t i n u e s as a l i a b i l i t y o f t h e en te rp r i se u n t i l t h e en te rp r i se 
set t les i t , o r a n o t h e r event o r c i r c u m s t a n c e discharges i t o r removes t h e enterpr ise 's 
r e s p o n s i b i l i t y t o se t t le i t . 
E q u i t y is t h e residual in teres t in t h e assets o f an e n t i t y t h a t remains a f t e r d e d u c t i n g its 
l i ab i l i t i es . 
• In a business en te rp r i se , t h e e q u i t y is t h e o w n e r s h i p in terest ( o w n e r s ' e q u i t y ) . 
I n v e s t m e n t b y o w n e r s are increases in ne t assets o f a p a r t i c u l a r en te rp r i se resu l t ing f r o m 
t rans fers t o i t f r o m o t h e r en t i t i es o f s o m e t h i n g va luab le t o o b t a i n o r increase e q u i t y 
( o w n e r s h i p in te res ts ) . 
• T h a t w h i c h is received inc ludes m o s t c o m m o n l y assets, b u t m a y also i n c l u d e services o r 
sa t i s fac t i on o r conve rs ion o f l i ab i l i t i es o f t h e en te rp r i se . 
• I nves tments b y o w n e r s increase e q u i t y ( o w n e r s h i p in te res ts ) . 
D i s t r i b u t i o n s t o o w n e r s are decreases in net assets o f a p a r t i c u l a r en te rp r i se resu l t ing f r o m 
t r a n s f e r r i n g assets, render ing services, o r i n c u r r i n g l iab i l i t ies b y t h e en te rp r i se t o o w n e r s . 
• D i s t r i b u t i o n s t o o w n e r s decrease e q u i t y ( o w n e r s ' i n te res t ) . 
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o W h e n d i v i d e n d s are dec la red , t h e en te rp r i se incurs a l i a b i l i t y t o t rans fe r assets t o 
o w n e r s in t h e f u t u r e , resu l t ing in e q u i t y be ing reduced a n d l iab i l i t i es increased. 
o R e a c q u i s i t i o n b y an e n t i t y o f i ts o w n e q u i t y secur i t ies b y t r a n s f e r r i n g assets o r 
i n c u r r i n g l iab i l i t i es t o o w n e r s is a d i s t r i b u t i o n t o o w n e r s . 
— C o m p r e h e n s i v e i n c o m e is t h e change in e q u i t y (ne t assets) o f an en te rp r i se d u r i n g a p e r i o d 
f r o m t ransac t i ons and o t h e r events a n d c i r cumstances f r o m n o n o w n e r sources. I t i nc ludes 
all changes in e q u i t y d u r i n g a p e r i o d e x c e p t t hose resu l t ing f r o m i n v e s t m e n t by o w n e r s and 
d i s t r i b u t i o n s t o o w n e r s . 
• Over t h e l i fe o f a business en te rp r i se , i ts c o m p r e h e n s i v e i n c o m e equals t h e net o f i ts 
cash rece ip ts and cash o u t l a y s ( e x c l u d i n g cash inves tments b y o w n e r s a n d cash d i s t r i b u -
t i o n s t o o w n e r s ) . 
• C o m p r e h e n s i v e i n c o m e resul ts f r o m : 
o Exchange t ransac t i ons and o t h e r t rans fe rs b e t w e e n t h e en te rp r i se a n d o t h e r en t i t i es 
t h a t are n o t i ts o w n e r s . 
o T h e en terpr ise 's p r o d u c t i v e e f f o r t s . 
o Price changes, casual t ies, a n d o t h e r e f fec ts o f i n t e r a c t i o n b e t w e e n t h e en te rp r i se a n d 
i ts e c o n o m i c , legal , soc ia l , p o l i t i c a l and phys ica l e n v i r o n m e n t . 
• C o m p r e h e n s i v e i n c o m e , as d e f i n e d , is a r e t u r n o n f i nanc ia l cap i ta l as d i s t i ngu ished f r o m 
a r e t u r n o n phys ica l c a p i t a l . 
o T h e m a j o r d i f f e r e n c e b e t w e e n t h e t w o cap i ta l m a i n t e n a n c e c o n c e p t s is t h a t " h o l d i n g 
gains a n d losses" are i n c l u d e d in r e t u r n o n cap i ta l u n d e r t h e f i n a n c i a l cap i ta l c o n c e p t , 
b u t these are ca l led " c a p i t a l m a i n t e n a n c e a d j u s t m e n t s " under t h e phys ica l cap i ta l 
c o n c e p t a n d are i n c l u d e d d i r e c t l y in e q u i t y a n d are n o t i n c l u d e d in r e t u r n o n c a p i t a l . 
o T h e t e r m " e a r n i n g s " has n o t been used because i t m a y be used t o designate a d i f f e r -
e n t c o n c e p t t h a t is a c o m p o n e n t par t o f ( n a r r o w e r o r less t h a n ) c o m p r e h e n s i v e 
i n c o m e , a n d earn ings , w h e n d e f i n e d , m a y be a r e t u r n o n phys ica l cap i ta l o r m a y be a 
r e t u r n o n f i nanc ia l c a p i t a l . 
• T h e Boa rd has n o t as y e t chosen b e t w e e n t h e f i n a n c i a l a n d phys ica l cap i ta l m a i n t e n a n c e 
c o n c e p t s f o r d e c i d i n g t h e mean ing a n d a p p r o p r i a t e d i sp lay o f " e a r n i n g s . " 
• Cap i ta l m a i n t e n a n c e concep ts are t h e sub jec t o f a n o t h e r p r o j e c t . 
• C o m p r e h e n s i v e i n c o m e compr ises t w o re la ted b u t d i s t i ngu ishab le t y p e s o f c o m p o n e n t s : 
o Revenues, expenses, gains a n d losses. 
o I n t e r m e d i a t e c o m p o n e n t s o r measures t h a t resul t f r o m c o m b i n i n g revenues, expenses, 
gains a n d losses ( in e f f e c t , s u b t o t a l s ) ; e x a m p l e s are gross m a r g i n , c o n t r i b u t i o n m a r g i n , 
i n c o m e f r o m c o n t i n u i n g o p e r a t i o n s (p re tax a n d a f t e r t a x ) , and o p e r a t i n g i n c o m e . 
— Revenues are i n f l o w s o r o t h e r e n h a n c e m e n t s o f assets o f an e n t i t y o r s e t t l e m e n t s o f i ts 
l i ab i l i t i es (or a c o m b i n a t i o n o f b o t h ) d u r i n g a p e r i o d f r o m de l i ve r ing o r p r o d u c i n g goods , 
render ing services, o r o t h e r ac t i v i t i es t h a t c o n s t i t u t e t h e e n t i t y ' s o n g o i n g m a j o r o r cen t ra l 
o p e r a t i o n s . 
• Revenues represent ac tua l o r e x p e c t e d cash i n f l o w s (or t h e e q u i v a l e n t ) t h a t have oc-
c u r r e d o r w i l l e v e n t u a t e as a resu l t o f t h e en terpr ise 's o n g o i n g m a j o r o r cen t ra l opera -
t i o n s d u r i n g t h e p e r i o d . 
Expenses are o u t f l o w s o r o t h e r using u p o f assets o r incur rences o f l i ab i l i t i es (or a c o m -
b i n a t i o n o f b o t h ) d u r i n g a pe r i od f r o m de l i ve r i ng o r p r o d u c i n g g o o d s , r e n d e r i n g services, 
o r c a r r y i n g o u t o t h e r ac t i v i t i es t h a t c o n s t i t u t e t h e en te rp r i se 's o n g o i n g m a j o r or cen t ra l 
o p e r a t i o n s . 
• Expenses represent ac tua l o r e x p e c t e d cash o u t f l o w s (or t h e e q u i v a l e n t ) t h a t have 
o c c u r r e d o r w i l l e v e n t u a t e as a resul t o f t h e en terpr ise 's o n g o i n g m a j o r o r cen t ra l opera -
t i o n s d u r i n g t h e p e r i o d . 
Gains are increases in e q u i t y (ne t assets) f r o m pe r iphe ra l o r i nc iden ta l t r ansac t i ons o f an 
e n t i t y and f r o m al l o t h e r t ransac t i ons a n d o t h e r events and c i r cums tances a f f e c t i n g t h e 
e n t i t y d u r i n g a p e r i o d e x c e p t those t h a t resu l t f r o m revenues o r i n v e s t m e n t s b y o w n e r s . 
Losses are decreases in e q u i t y (net assets) f r o m per iphera l or i nc iden ta l t r ansac t i ons o f an 
e n t i t y a n d f r o m all o t h e r t ransac t i ons a n d o t h e r events a n d c i r cums tances a f f e c t i n g t h e 
e n t i t y d u r i n g a p e r i o d e x c e p t those t h a t resu l t f r o m expenses o r d i s t r i b u t i o n s t o o w n e r s . 
I tems t h a t q u a l i f y u n d e r t h e d e f i n i t i o n s o f e lemen ts o f f i nanc ia l s t a t e m e n t s a n d t h a t mee t 
t h e c r i t e r i a f o r r e c o g n i t i o n and m e a s u r e m e n t are a c c o u n t e d f o r a n d i n c l u d e d in f i na n c ia l 
s t a t e m e n t s b y t h e use o f accrua l a c c o u n t i n g p rocedu res . A c c r u a l a c c o u n t i n g a n d re la ted 
c o n c e p t s i n c l u d e t h e f o l l o w i n g processes: 
• A c c r u a l a c c o u n t i n g a t t e m p t s t o recogn ize noncash events and c i r cums tances as t h e y 
o c c u r ; s p e c i f i c a l l y , accrua l is t h e a c c o u n t i n g process o f recogn iz ing assets, l i ab i l i t i es , and 
c o m p o n e n t s o f c o m p r e h e n s i v e i n c o m e f o r a m o u n t s e x p e c t e d t o be rece ived o r p a i d , 
usua l l y in cash, in t h e f u t u r e . 
• De fe r ra l is t h e a c c o u n t i n g process o f recogn iz ing a l i a b i l i t y f r o m a c u r r e n t cash rece ip t 
o r an asset resu l t i ng f r o m a c u r r e n t cash p a y m e n t , w i t h d e f e r r e d r e c o g n i t i o n o f c o m p o -
nents o f c o m p r e h e n s i v e i n c o m e . 
• A l l o c a t i o n is t h e a c c o u n t i n g process o f r e d u c i n g a l i a b i l i t y reco rded as a resu l t o f a cash 
rece ip t b y recogn iz ing revenues o r r e d u c i n g an asset r e c o r d e d as a resul t o f a cash pay-
m e n t recogn iz ing expenses o r cost p r o d u c t i o n p a y m e n t . 
• Rea l i za t i on is t h e process o f c o n v e r t i n g noncash resources and r igh ts i n t o m o n e y a n d is 
m o s t prec ise ly used in a c c o u n t i n g a n d f i n a n c i a l r e p o r t i n g t o re fer t o sales o f assets f o r 
cash o r c la ims t o cash. T h e re la ted t e r m s , real ized a n d u n r e a l i z e d , t h e r e f o r e , i d e n t i f y 
revenues o r gains o r losses o n assets so ld a n d u n s o l d , respec t i ve ly . 
• R e c o g n i t i o n is t h e process o f f o r m a l l y r e c o r d i n g o r i n c o r p o r a t i n g an i t e m in t h e f i n a n c ia l 
s t a t e m e n t s o f an e n t i t y . T h u s , an asset, l i a b i l i t y , revenue, expense , gain o r loss m a y be 
recogn ized ( reco rded) o r u n r e c o g n i z e d ( u n r e c o r d e d ) . " R e a l i z a t i o n " a n d " r e c o g n i t i o n " 
are n o t used as s y n o n y m s , as t h e y s o m e t i m e s are in a c c o u n t i n g a n d f i n a n c i a l l i t e r a t u r e . 
T h e Board emphas izes t h a t t h e d e f i n i t i o n s in th i s S t a t e m e n t n e i t h e r requ i re n o r presage 
upheavals in present p rac t i ce , a l t h o u g h t h e y m a y in t i m e lead t o some e v o l u t i o n a r y changes 
in p rac t i ce o r in t h e w a y s ce r ta in i tems are v i e w e d . 
T h e Board expec ts mos t assets a n d l iab i l i t i es in present p rac t i ce t o c o n t i n u e t o q u a l i f y as 
assets o r l i ab i l i t i es u n d e r t h e d e f i n i t i o n s in t h i s S t a t e m e n t . 
• A p p e n d i x B gives e x a m p l e s o f i tems t h a t q u a l i f y a n d t h a t d o n o t q u a l i f y u n d e r t h e 
d e f i n i t i o n s o f t h e S t a t e m e n t . 
• B o t h t h e l i a b i l i t y m e t h o d a n d t h e n e t - o f - t a x m e t h o d o f i n t e r p e r i o d i n c o m e t a x a l loca-
t i o n are c o m p a t i b l e w i t h t h e d e f i n i t i o n s o f t h e S t a t e m e n t ; h o w e v e r , t h e d e f e r r e d m e t h o d , 
p rescr ibed b y A P B O p i n i o n N o . 1 1 , Accounting for Income Taxes, does n o t f i t t h e 
d e f i n i t i o n s . 
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N o . 4 — Objectives of Financial Reporting by Nonbusiness Organizations ( D e c e m b e r 1980) 
— Establ ishes t h e ob jec t i ves o f general pu rpose e x t e r n a l f i n a n c i a l r e p o r t i n g b y nonbus iness 
o r g a n i z a t i o n s . 
• T h o s e ob jec t i ves , t o g e t h e r w i t h t h e ob jec t i ves set f o r t h in F A S B C o n c e p t s S t a t e m e n t 
N o . 1 , Objectives of Financial Reporting by Business Enterprises, w i l l serve as t h e 
f o u n d a t i o n f o r an in teg ra ted C o n c e p t u a l F r a m e w o r k f o r f i nanc ia l a c c o u n t i n g a n d 
r e p o r t i n g t h a t w h e n c o m p l e t e d , w i l l have relevance t o all en t i t i es . 
o I t is n o t necessary t o d e v e l o p an i n d e p e n d e n t c o n c e p t u a l f r a m e w o r k f o r a n y p a r t i c u -
lar ca tego ry o f en t i t i es . 
o Pend ing r e s o l u t i o n o f t h e a p p r o p r i a t e s t r u c t u r e f o r se t t i ng f i nanc ia l a c c o u n t i n g and 
r e p o r t i n g s tandards f o r s tate a n d local g o v e r n m e n t a l u n i t s , t h e B o a r d has d e f e r r r e d 
a f i n a l dec is ion o n w h e t h e r t h e ob jec t i ves in t h i s S t a t e m e n t s h o u l d a p p l y t o general 
p u r p o s e ex te rna l f i nanc ia l r e p o r t i n g o f t hose un i t s . 
• T h e r e is n o persuasive ev idence t h a t t h e ob jec t i ves in t h i s S t a t e m e n t are i n a p p r o -
p r i a te f o r f i nanc i a l r e p o r t i n g b y s tate a n d local g o v e r n m e n t s . 
• T h e ob jec t i ves o f general p u r p o s e e x t e r n a l r e p o r t i n g f o r g o v e r n m e n t - s p o n s o r e d 
en t i t i es ( f o r e x a m p l e , hosp i ta l s , un ivers i t ies o r u t i l i t i es ) engaged in ac t i v i t i es t h a t 
are n o t u n i q u e t o g o v e r n m e n t s h o u l d be s im i la r t o those o f business enterpr ises 
o r o t h e r nonbus iness o r g a n i z a t i o n s engaged in s i m i l a r ac t i v i t i es . 
— T h i s S t a t e m e n t focuses o n o r g a n i z a t i o n s t h a t have p r e d o m i n a n t l y nonbus iness charac te r -
ist ics t h a t heav i l y i n f l u e n c e t h e o p e r a t i o n s o f t h e o r g a n i z a t i o n . 
• T h e m a j o r d i s t i n g u i s h i n g charac ter is t i cs o f nonbus iness o r g a n i z a t i o n s i n c l u d e : 
o Rece ip ts o f a s i g n i f i c a n t a m o u n t o f resources f r o m resource p rov ide rs w h o d o n o t 
e x p e c t t o receive r e p a y m e n t o r e c o n o m i c bene f i t s p r o p o r t i o n a t e t o resources 
p r o v i d e d . 
o O p e r a t i n g purposes t h a t are p r i m a r i l y o t h e r t h a n t o p r o v i d e goods a n d services a t a 
p r o f i t o r p r o f i t e q u i v a l e n t . 
o Absence o f d e f i n e d o w n e r s h i p in terests t h a t can be s o l d , t r a n s f e r r e d , o r r e d e e m e d , 
or t h a t c o n v e y e n t i t l e m e n t t o a share o f a residual d i s t r i b u t i o n o f resources in t h e 
even t o f l i q u i d a t i o n o f t h e o r g a n i z a t i o n . 
• These charac ter is t i cs resul t in ce r ta in t y p e s o f t r ansac t i ons t h a t are large ly o r f r e q u e n t l y 
absent in business enterpr ises such as c o n t r i b u t i o n s a n d g ran ts , and in t h e absence o f 
ce r ta in t ransac t ions w i t h o w n e r s such as issuing a n d r e d e e m i n g s t o c k a n d p a y i n g d i v i -
dends . 
— T h e l ine b e t w e e n nonbus iness o r g a n i z a t i o n s a n d business enterpr ises is n o t a l w a y s sharp 
because t h e inc idence a n d re la t ive i m p o r t a n c e o f those charac te r is t i cs in a n y o r g a n i z a t i o n 
are d i f f e r e n t . 
• A s p e c t r u m o f o r g a n i z a t i o n s ex is ts — f r o m those w i t h c lear l y d o m i n a n t nonbus iness 
charac ter is t i cs t o those w i t h w h o l l y business charac te r i s t i cs . 
o E x a m p l e s o f o r g a n i z a t i o n s t h a t c lear l y fa l l o u t s i d e t h e f o c u s o f t h i s S t a t e m e n t (and 
t h u s fa l l c lea r l y w i t h i n t h e f o c u s o f F A S B C o n c e p t s S t a t e m e n t N o . 1) i n c l u d e : 
• A l l i n v e s t o r - o w n e d en terpr ises . 
• O t h e r t y p e s o f o r g a n i z a t i o n s t h a t p r o v i d e d i v i d e n d s , l o w e r costs , o r o t h e r e c o n o m i c 
b e n e f i t s d i r e c t l y a n d p r o p o r t i o n a l l y t o t h e i r o w n e r s , m e m b e r s o r p a r t i c i p a n t s . 
These t y p e s o f o r g a n i z a t i o n s i n c l u d e m u t u a l insurance c o m p a n i e s a n d o t h e r m u t u a l 
c o o p e r a t i v e e n t i t i e s . 
o E x a m p l e s o f o r g a n i z a t i o n s t h a t c lear l y fa l l w i t h i n t h e f o c u s o f t h i s S t a t e m e n t i n c l u d e : 
• M o s t h u m a n service o r g a n i z a t i o n s . 
• Churches 
• F o u n d a t i o n s 
• O t h e r o r g a n i z a t i o n s t h a t receive a s i g n i f i c a n t p o r t i o n o f t h e i r f i nanc i a l resources 
f r o m sources o t h e r t h a n t h e sale o f goods a n d services — such as s o m e p r i va te 
n o n p r o f i t hosp i ta ls a n d n o n p r o f i t schoo ls . 
o B o r d e r l i n e cases are those w h e r e o r g a n i z a t i o n s possess s o m e o f t h e d i s t i ngu i sh ing 
charac ter is t i cs o f nonbus iness o r g a n i z a t i o n s , b u t n o t o t h e r s . 
• These i n c l u d e o r g a n i z a t i o n s t h a t have n o o w n e r s h i p in terests b u t are essent ia l ly 
se l f -sus ta in ing f r o m fees t h e y charge f o r g o o d s a n d services — such as those p r i va te 
n o n p r o f i t hosp i ta ls a n d n o n p r o f i t schoo ls t h a t receive re la t i ve l y smal l a m o u n t s o f 
c o n t r i b u t i o n s a n d gran ts b u t f i n a n c e t h e i r cap i ta l needs largely f r o m service charges. 
• T h e ob jec t i ves o f F A S B C o n c e p t s S t a t e m e n t N o . 1 m a y be m o r e a p p r o p r i a t e f o r 
these o r g a n i z a t i o n s . 
General pu rpose e x t e r n a l f i nanc ia l r e p o r t i n g focuses o n p r o v i d i n g i n f o r m a t i o n t o mee t t h e 
c o m m o n in terests o f e x t e r n a l users w h o genera l l y c a n n o t prescr ibe t h e i n f o r m a t i o n t h e y 
w a n t f r o m an o r g a n i z a t i o n . 
• E x t e r n a l users i n c l u d e resource p r o v i d e r s , such as m e m b e r s , t a x p a y e r s , c o n t r i b u t o r s a n d 
c r e d i t o r s . 
F inanc ia l r e p o r t i n g c o m p r e h e n d s f i n a n c i a l s t a t e m e n t s , a n d e x t e n d s t o o t h e r means o f 
c o m m u n i c a t i n g i n f o r m a t i o n a b o u t an o r g a n i z a t i o n ' s resources a n d o b l i g a t i o n s . 
• F inanc ia l r e p o r t i n g b y nonbus iness o r g a n i z a t i o n s , h o w e v e r , is l i m i t e d in i ts a b i l i t y t o 
p r o v i d e d i r e c t measures o f t h e q u a l i t y o f goods a n d services p r o v i d e d in t h e absence o f 
m a r k e t - d e t e r m i n e d exchange pr ices, o r t h e degree t o w h i c h t h e y sat is fy t h e needs o f 
service benef ic ia r ies a n d o t h e r c o n s u m e r s . 
• O t h e r means o f r e p o r t i n g , such as i n f o r m a t i o n t h a t is n o t expressed in t e r m s o f u n i t s 
o f m o n e y m a y be needed t o u n d e r s t a n d t h e s ign i f i cance a n d t o he lp in assessing t h e 
p e r f o r m a n c e o f a nonbus iness o r g a n i z a t i o n . 
• T h e i n f o r m a t i o n p r o v i d e d b y f i nanc ia l r e p o r t i n g largely re f lec ts t h e e f fec ts o f t rans-
a c t i o n s a n d events t h a t have a l ready h a p p e n e d . G o v e r n i n g bod ies a n d managers, h o w -
ever, m a y use budgets t o c o m m u n i c a t e i n f o r m a t i o n a b o u t p lans o r p r o j e c t i o n s . 
• F inanc ia l r e p o r t i n g is b u t one source o f i n f o r m a t i o n needed b y those t h a t m a k e e c o n o -
m i c dec is ions a b o u t nonbus iness o r g a n i z a t i o n s ; re levant soc ia l , e c o n o m i c a n d po l i t i ca l 
i n f o r m a t i o n a b o u t o t h e r sources m u s t also be used. 
T h e ob jec t i ves o f f i n a n c i a l r e p o r t i n g f o r nonbus iness o r g a n i z a t i o n s are t o p r o v i d e i n f o r m a -
t i o n usefu l t o present a n d p o t e n t i a l resource p rov iders and o t h e r users i n : 
• M a k i n g ra t i ona l dec is ions a b o u t t h e a l l o c a t i o n o f resources t o those o r g a n i z a t i o n s . 
• Assessing t h e services t h a t a nonbus iness o r g a n i z a t i o n p rov ides and its a b i l i t y t o c o n -
t i n u e t o p r o v i d e t h o s e services. 
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o I n f o r m a t i o n o n t h e r e l a t i o n o f services p r o v i d e d t o resources used helps resource 
p rov ide rs and o the rs assess t h e e x t e n t t o w h i c h t h e o r g a n i z a t i o n is successful in 
c a r r y i n g o u t i ts service o b j e c t i v e . 
• Assessing h o w managers o f nonbus iness o r g a n i z a t i o n s have d ischarged t h e i r s t e w a r d s h i p 
respons ib i l i t i es and assessing o t h e r aspects o f t h e i r p e r f o r m a n c e . 
o Managers o f an o r g a n i z a t i o n are a c c o u n t a b l e t o resource p rov ide rs a n d o t h e r s , n o t 
o n l y f o r c u s t o d y a n d sa fekeep ing o f an o r g a n i z a t i o n ' s resources, b u t also f o r t h e i r 
e f f i c i e n t and e f f e c t i v e use. 
o Managers are also a c c o u n t a b l e f o r c o m p l i a n c e w i t h s t a t u t o r y , c o n t r a c t u a l , o r o t h e r 
l i m i t a t i o n s . 
o F inanc ia l r e p o r t i n g , a n d espec ia l ly f i nanc i a l s t a t e m e n t s , are l i m i t e d in t h e i r a b i l i t y 
t o separate managers ' p e r f o r m a n c e f r o m t h a t o f t h e o r g a n i z a t i o n i tse l f . 
— F inanc ia l r e p o r t i n g s h o u l d p r o v i d e t h e f o l l o w i n g i n f o r m a t i o n a b o u t a nonbus iness o r g a n i -
z a t i o n : 
• E c o n o m i c resources, o b l i g a t i o n s a n d ne t resources, a n d t h e e f fec ts o f t r a n s a c t i o n s , 
events a n d c i r cums tances t h a t change resources a n d in terests in those resources. 
o T h i s i n f o r m a t i o n also p rov ides d i r e c t i n d i c a t i o n s o f t h e cash f l o w p o t e n t i a l o f s o m e 
resources a n d t h e cash needed t o sa t i s fy m a n y , i f n o t m o s t , o b l i g a t i o n s . 
o R e s t r i c t i o n s o n t h e t i m e a n d p a r t i c u l a r purposes f o r t h e use o f resources is i m p o r t a n t 
f o r assessing t h e t y p e s a n d level o f services an o r g a n i z a t i o n is ab le t o p r o v i d e . 
• O r g a n i z a t i o n p e r f o r m a n c e , w h i c h i n c l u d e s : 
o Per iod ic m e a s u r e m e n t o f t h e changes in t h e a m o u n t a n d n a t u r e o f t h e net resources. 
o I n f o r m a t i o n a b o u t t h e service e f f o r t s a n d a c c o m p l i s h m e n t s o f t h e o r g a n i z a t i o n . 
• I n f o r m a t i o n a b o u t t h e service e f f o r t s s h o u l d f o c u s o n h o w t h e o r g a n i z a t i o n ' s 
resources ( i n p u t s such as m o n e y , p e r s o n n e l , and mater ia ls ) are used in p r o v i d i n g 
d i f f e r e n t p r o g r a m s o r services. 
• I n f o r m a t i o n a b o u t service a c c o m p l i s h m e n t s in t e r m s o f goods o r services p r o d u c e d 
( o u t p u t s ) a n d o f p r o g r a m resul ts m a y enhance s i g n i f i c a n t l y t h e va lue o f i n f o r m a -
t i o n p r o v i d e d a b o u t service e f f o r t s . H o w e v e r , t h e a b i l i t y t o measure service a c c o m -
p l i s h m e n t s is genera l l y u n d e v e l o p e d . 
• N a t u r e and r e l a t i o n b e t w e e n i n f l o w s a n d o u t f l o w s o f resources. A d i s t i n c t i o n s h o u l d 
be d r a w n b e t w e e n i n f l o w s t h a t change net resources (such as i n f l o w s o f fees o r c o n t r i -
b u t i o n s a n d o u t f l o w s f o r wages a n d salar ies) , a n d those t h a t d o n o t d o so (such as 
b o r r o w i n g s o r purchases o f b u i l d i n g s ) . 
• H o w an o r g a n i z a t i o n o b t a i n s a n d spends cash o r o t h e r l i q u i d resources, a b o u t i ts bor -
r o w i n g a n d r e p a y m e n t o f b o r r o w i n g , a n d o t h e r f a c t o r s t h a t m a y a f f e c t an o r g a n i z a t i o n ' s 
l i q u i d i t y . 
• E x p l a n a t i o n s a n d i n t e r p r e t a t i o n s t o he lp users u n d e r s t a n d f i nanc ia l i n f o r m a t i o n 
p r o v i d e d . 
— T h e ob jec t i ves lead t o , b u t leave u n a n s w e r e d , ques t i ons such as t h e i d e n t i t y , n u m b e r , and 
f o r m o f f i nanc ia l s t a t e m e n t s ; e lemen ts o f f i n a n c i a l s t a t e m e n t s a n d t h e i r r e c o g n i t i o n , 
m e a s u r e m e n t , and d i s p l a y ; and c r i t e r i a f o r d e t e r m i n i n g t h e r e p o r t i n g e n t i t y . Reso lv ing 
these ques t i ons is par t o f t h e C o n c e p t u a l F r a m e w o r k p r o j e c t . 
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N o . 1 — Disclosure of Foreign Currency Translation Information (December 1973) 
(Superseded b y F A S B S t a t e m e n t No . 8, Accounting for the Translation of Foreign 
Currency Transactions and Foreign Currency Financial Statements—October 1975) 
N o . 2 — Accounting for Research and Development Costs ( O c t o b e r 1974) 
— Requi res t h a t research and d e v e l o p m e n t costs be charged t o expense w h e n i n c u r r e d . 
— Disc losure is requ i red in t h e f i nanc ia l s ta temen ts o f t h e t o t a l research and d e v e l o p m e n t 
costs charged t o expense in each pe r iod f o r w h i c h an i n c o m e s t a t e m e n t is p resented . 
— A d d i t i o n a l d isc losures are requ i red o f regu la ted enterpr ises t h a t de fe r research and de-
v e l o p m e n t costs f o r f i nanc ia l s t a t e m e n t purposes in accordance w i t h t h e Addendum to 
APB Opinion No. 2. 
— E f fec t i ve f o r f iscal years beg inn ing o n o r a f te r J a n u a r y 1 , 1 9 7 5 . Re t roac t i ve a p p l i c a t i o n b y 
p r i o r pe r i od a d j u s t m e n t is r e q u i r e d . 
— I n t e r p r e t e d b y : 
• F A S B I n t e r p r e t a t i o n N o . 4 , Applicability of FASB Statement No. 2 to Business 
Combinations Accounted for by the Purchase Method. 
• F A S B I n t e r p r e t a t i o n N o . 6 , Applicability of FASB Statement No. 2 to Computer 
Software. 
N o . 3 — Reporting Accounting Changes in Interim Financial Statements, an a m e n d m e n t o f 
A P B O p i n i o n N o . 2 8 ( D e c e m b e r 1 9 7 4 ) 
— If a c u m u l a t i v e - e f f e c t t y p e a c c o u n t i n g change is made in o t h e r t h a n t h e f i r s t i n t e r i m p e r i o d , 
t h e c u m u l a t i v e e f f e c t o f t h e change shall n o t be i nc luded in net i n c o m e o f t h e p e r i o d o f 
change. 
• F inanc ia l i n f o r m a t i o n f o r t h e pre-change i n t e r i m per iods o f t h e f iscal year in w h i c h t h e 
change is made shall be restated b y a p p l y i n g t h e n e w l y a d o p t e d a c c o u n t i n g p r i n c i p l e . 
• T h e c u m u l a t i v e e f f e c t o f t h e change o n re ta ined earn ings at t h e beg inn ing o f t h e f iscal 
year shall be i n c l u d e d in restated net i n c o m e o f t h e f i r s t i n t e r i m p e r i o d . 
— Requi res some p u b l i c l y t raded c o m p a n i e s t h a t m a k e an a c c o u n t i n g change in t h e f o u r t h 
q u a r t e r ( b u t t h a t d o n o t issue a separate f o u r t h q u a r t e r r e p o r t o r d isclose t h e q u a r t e r l y 
e f fec ts o f t h e change in t h e i r annua l repor ts ) t o m a k e t h e requ i red d isc losure in a n o t e t o 
t h e i r annua l f i nanc ia l s ta tements . 
— E f fec t i ve f o r a c c o u n t i n g changes made in i n t e r i m per iods e n d i n g o n or a f te r December 3 1 , 
1 9 7 4 . 
N o . 4 — Reporting Gains and Losses from Extinguishment of Debt, an a m e n d m e n t o f A P B 
O p i n i o n N o . 3 0 ( M a r c h 1 9 7 5 ) 
— Requi res t h a t aggregated gains and losses f r o m e x t i n g u i s h m e n t o f d e b t , ne t o f re la ted in-
c o m e t a x e f f e c t , be classi f ied as an e x t r a o r d i n a r y i t e m , i r respect ive o f w h e t h e r t h e ex-
t i n g u i s h m e n t is ea r l y , at schedu led m a t u r i t y , o r later. 
— Does n o t a p p l y t o gains o r losses f r o m cash purchases o f d e b t made t o sat is fy c u r r e n t o r 
f u t u r e s i n k i n g - f u n d r e q u i r e m e n t s . 
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— A p p l i e s t o regu la ted enterpr ises in accordance w i t h t h e Addendum to APB Opinion No. 2. 
— E f fec t i ve f o r e x t i n g u i s h m e n t s o c c u r r i n g a f te r M a r c h 3 1 , 1975 . Re t roac t i ve a p p l i c a t i o n is 
encou raged , b u t n o t r e q u i r e d . 
N o . 5 — Accounting for Contingencies (March 1975) 
— A n es t ima ted loss f r o m a loss c o n t i n g e n c y shall be charged t o i n c o m e o n l y i f b o t h o f t h e 
f o l l o w i n g c o n d i t i o n s are m e t : 
• I n f o r m a t i o n avai lable p r i o r t o t h e issuance o f t h e f i nanc ia l s ta temen ts ind icates t h a t i t is 
p r o b a b l e t h a t an asset had been i m p a i r e d o r a l i a b i l i t y had been incu r red at t h e da te o f 
t h e f i nanc ia l s ta tements . 
• T h e a m o u n t o f t h e loss can be reasonably e s t i m a t e d . 
— Loss con t ingenc ies n o t m e e t i n g those t w o c o n d i t i o n s requ i re o n l y adequate d isc losure 
w h e n the re is at least a reasonable p o s s i b i l i t y t h a t a loss o r an a d d i t i o n a l loss m a y have 
been i n c u r r e d . 
— " S e l f - i n s u r a n c e " and " c a t a s t r o p h e reserves" do not meet t h e above c o n d i t i o n s . 
— General o r unspec i f i ed business r isks (such as are p r o v i d e d f o r in reserves f o r con t ingenc ies ) 
d o n o t meet t h e c o n d i t i o n s f o r acc rua l . 
— Ga in con t ingenc ies s h o u l d n o t be c red i ted t o i n c o m e because t o d o so w o u l d recognize in -
c o m e p r i o r t o rea l i za t i on . 
— T h e S t a t e m e n t app l ies t o regu la ted enterpr ises in accordance w i t h t h e Addendum to APB 
Opinion No. 2. 
— E f f e c t i v e f o r f iscal years b e g i n n i n g o n o r a f t e r J u l y 1, 1 9 7 5 . Ear l ier a p p l i c a t i o n is en-
couraged . A change in a c c o u n t i n g p r i n c i p l e resu l t ing f r o m c o m p l i a n c e w i t h t h e S t a t e m e n t 
shall be r e p o r t e d in accordance w i t h A P B O p i n i o n N o . 2 0 . T h e c u m u l a t i v e e f f e c t o f t h e 
change o n re ta ined earn ings at t h e beg inn ing o f the year in w h i c h t h e change is made shall 
be i nc luded in t h e net i n c o m e o f t h e year o f change ( " c a t c h - u p " a d j u s t m e n t ) . 
— A m e n d e d b y F A S B S t a t e m e n t N o . 1 1 , Accounting for Contingencies—Transition Method. 
— I n t e r p r e t e d b y F A S B I n t e r p r e t a t i o n N o . 14, Reasonable Estimation of the Amount of a 
Loss. 
N o . 6 — Classification of Short-Term Obligations Expected To Be Refinanced, an a m e n d m e n t 
o f A R B N o . 4 3 , Chap te r 3, S e c t i o n A ( M a y 1975) 
— Cer ta in s h o r t - t e r m o b l i g a t i o n s shall be e x c l u d e d f r o m c u r r e n t l iab i l i t ies i f t h e en te rp r i se in -
tends t o re f inance t h e o b l i g a t i o n s o n a l o n g - t e r m basis and t h e a b i l i t y t o c o n s u m m a t e re-
f i n a n c i n g is d e m o n s t r a t e d b y : 
• T h e post -ba lance-sheet-date issuance o f a l o n g - t e r m o b l i g a t i o n or e q u i t y secur i t ies, o r 
• A f i n a n c i n g agreement en te red i n t o b e f o r e t h e balance sheet is issued, and 
o T h e agreement does n o t e x p i r e w i t h i n one year (or o p e r a t i n g cyc le ) f r o m t h e balance 
sheet da te , and is n o t cance l lab le b y t h e lender , 
o N o v i o l a t i o n o f any p r o v i s i o n in the f i n a n c i n g agreement exists, and 
o T h e lender is f i n a n c i a l l y capable o f h o n o r i n g t h e agreement . 
— A d e q u a t e d isc losure o f t h e agreement s h o u l d be made. 
— E f f e c t i v e as o f D e c e m b e r 3 1 , 1 9 7 5 . Rec lass i f i ca t ion in f i nanc ia l s ta temen ts f o r pe r iods 
e n d i n g p r i o r t o D e c e m b e r 3 1 , 1 9 7 5 is p e r m i t t e d b u t n o t r e q u i r e d . 
— I n t e r p r e t e d b y F A S B I n t e r p r e t a t i o n N o . 8 , Classification of a Short-Term Obligation Re-
paid Prior to Being Replaced by a Long-Term Security. 
N o . 7 — Accounting and Reporting by Development Stage Enterprises (June 1975) 
— Def ines a d e v e l o p m e n t stage c o m p a n y as one t h a t is d e v o t i n g subs tan t i a l l y al l o f i ts e f f o r t s 
t o es tab l ish ing a n e w business, and e i t h e r has n o t begun i ts p lanned p r i nc ipa l o p e r a t i o n s o r 
has s ta r ted such o p e r a t i o n s b u t has n o t had s ign i f i can t revenue f r o m t h e m . 
— N o special a c c o u n t i n g is app l i cab le t o d e v e l o p m e n t stage c o m p a n i e s , subsid iar ies, d iv i s ions 
and o t h e r c o m p o n e n t s , b u t t h e c o m p a n y s h o u l d be i d e n t i f i e d as be ing in t h e d e v e l o p m e n t 
stage and c e r t a i n a d d i t i o n a l d isc losures s h o u l d be g iven a b o u t c u m u l a t i v e d e v e l o p m e n t 
stage costs f r o m i n c e p t i o n . 
— E f f e c t i v e f o r f iscal pe r iods b e g i n n i n g o n o r a f t e r J a n u a r y 1 , 1 9 7 6 . Ear l ier a p p l i c a t i o n is 
encouraged . 
• A f t e r t h e e f f e c t i v e d a t e , s t a t e m e n t s f o r pe r iods p r i o r t o t h e e f f e c t i v e da te shall be re-
s t a t e d ; a n y a d j u s t m e n t s t h a t m a y be necessary shal l be a c c o u n t e d f o r b y p r i o r p e r i o d 
a d j u s t m e n t . 
— I n t e r p r e t e d b y F A S B I n t e r p r e t a t i o n N o . 7 , Applying FASB Statement No. 7 in Financial 
Statements of Established Operating Enterprises. 
N o . 8 — Accounting for the Translation of Foreign Currency Transactions and Foreign 
Currency Financial Statements ( O c t o b e r 1 9 7 5 ) ( S t a t e m e n t N o . 8 is be ing revised. A n e w 
E x p o s u r e D r a f t was issued o n A u g u s t 2 8 , 1 9 8 0 , and t h e f i n a l S t a t e m e n t is e x p e c t e d in 1 9 8 1 . 
W e e x p e c t r e q u i r e d a p p l i c a t i o n f o r 1 9 8 2 f i n a n c i a l repo r t s . U n t i l a n e w S t a n d a r d is issued, 
S t a t e m e n t N o . 8 c o n t i n u e s in f u l l f o r c e as G A A P . ) 
— Speci f ies t h a t , b e f o r e t r a n s l a t i o n , f o r e i g n f i nanc ia l s ta temen ts t h a t are t o be i n c l u d e d b y 
c o n s o l i d a t i o n , c o m b i n a t i o n , o r t h e e q u i t y m e t h o d in an en terpr ise 's f i nanc ia l s ta temen ts 
m u s t be c o n f o r m e d t o U.S. genera l l y accep ted a c c o u n t i n g p r inc ip les . 
— Prov ides a m e t h o d o f t r a n s l a t i o n t h a t is s im i la r t o t h e m o n e t a r y - n o n m o n e t a r y m e t h o d 
h e r e t o f o r e used in p rac t i ce a n d t h e t e m p o r a l m e t h o d descr ibed in A c c o u n t i n g Research 
S t u d y N o . 12. 
• Fore ign c u r r e n c y transactions ( o t h e r t h a n f o r w a r d exchange c o n t r a c t s ) s h o u l d be t rans-
la ted as f o l l o w s : 
o Cash and a m o u n t s receivable o r payab le at t h e ba lance sheet da te s h o u l d be t rans la ted 
a t t h e c u r r e n t ra te. 
o Assets car r ied at c u r r e n t m a r k e t va lue s ta ted in a f o r e i g n c u r r e n c y shall be t rans la ted 
a t the c u r r e n t ra te . 
o A l l o t h e r a m o u n t s s h o u l d be t rans la ted at t h e rate in e f f e c t at t h e t r a n s a c t i o n da te 
(h is to r i ca l ra te ) . 
o U n p e r f o r m e d f o r w a r d exchange c o n t r a c t s s h o u l d be t rans la ted at t h e c u r r e n t ra te. 
• Fore ign c u r r e n c y financial statements s h o u l d be t rans la ted as f o l l o w s : 
o Cash and a m o u n t s receivable and payab le s h o u l d be t rans la ted at t h e c u r r e n t ra te. 
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o O t h e r assets and l iab i l i t ies ( i n c l u d i n g d e f e r r e d deb i t s and cred i ts ) s h o u l d be t rans la ted at : 
• H is to r i ca l rates f o r those a c c o u n t s car r ied at h i s to r i ca l cost (past exchange pr ices) . 
Ave rag ing and a p p r o x i m a t i o n m a y be necessary w h e n a p p l y i n g h is to r i ca l rates. 
• C u r r e n t rates f o r those accoun ts car r ied a t c u r r e n t pr ices ( m a r k e t , r e p l a c e m e n t ) , o r 
f u t u r e prices ( f u t u r e exchanges) . 
• De fe r red taxes, unde r ce r ta in c i rcumstances , m a y be t rans la ted at the c u r r e n t rate. 
o Revenue and expenses s h o u l d be t rans la ted a t rates t h a t w o u l d a p p r o x i m a t e t h e rate 
in e f f e c t had t h e i nd i v idua l t ransac t ions been t rans la ted i n t o do l la rs at the da te in -
c u r r e d (averages), e x c e p t f o r revenue and expense i tems t h a t re late t o balance sheet 
i t ems t rans la ted a t h is to r ica l rates (such as d e p r e c i a t i o n ) . 
— Gains or losses resu l t ing f r o m t h e requ i red t r a n s l a t i o n p rocedures m u s t be recogn ized as 
c u r r e n t i n c o m e and n o t d e f e r r e d , e x c e p t t h a t gains or losses o n a f o r w a r d exchange c o n -
t r a c t s h o u l d be de fe r red w h e n t h e c o n t r a c t is i n t e n d e d as a hedge o f an i d e n t i f i a b l e f o r e i g n 
c u r r e n c y c o m m i t m e n t . 
— D isc losure o f the aggregate exchange gain or loss i nc luded in d e t e r m i n i n g ne t i n c o m e f o r 
the p e r i o d is requ i red . I f p rac t i cab le , e f fec ts o f exchange rate changes o n revenue and 
earn ings, o t h e r t h a n exchange gains o r losses, s h o u l d be descr ibed and q u a n t i f i e d . 
— F inanc ia l s ta temen ts m a y n o t be ad jus ted f o r a rate change t h a t occurs a f t e r t h e da te o f 
the f i nanc ia l s ta tements , a l t h o u g h d isc losure m a y be necessary if t h e rate change a n d its 
e f f e c t are s ign i f i can t . 
— E f f e c t i v e f o r f iscal years beg inn ing o n o r a f t e r J a n u a r y 1 , 1 9 7 6 . Ear l ier a p p l i c a t i o n is 
e n c o u r a g e d . 
• F inanc ia l s t a t e m e n t s f o r per iods b e f o r e t h e e f f e c t i v e da te s h o u l d be res ta ted , i f p r a c t i -
cab le , t o c o n f o r m t o t h e S t a t e m e n t . If r es ta temen t f o r al l p r i o r pe r iods presented is n o t 
p r a c t i c a b l e , t h e n t h e c u m u l a t i v e e f f e c t o n re ta ined earnings at t h e beg inn ing o f t h e 
ear l iest p e r i o d restated shall be i n c l u d e d in d e t e r m i n i n g t h e net i n c o m e o f t h a t p e r i o d in 
accordance w i t h A P B O p i n i o n N o . 2 0 . 
— A m e n d e d b y F A S B S t a t e m e n t N o . 2 0 , Accounting for Forward Exchange Contracts. 
— I n t e r p r e t e d b y : 
• F A S B I n t e r p r e t a t i o n N o . 15, Translation of Unamortized Policy Acquisition Costs by a 
Stock Life Insurance Company. 
• F A S B I n t e r p r e t a t i o n N o . 17, Applying the Lower of Cost or Market Rule in Translated 
Financial Statements. 
N o . 9 — Accounting for Income Taxes—Oil and Gas Producing Companies, an a m e n d m e n t o f 
A P B O p i n i o n s Nos. 11 a n d 2 3 ( O c t o b e r 1 9 7 5 ) (Superseded b y F A S B S t a t e m e n t N o . 19 , 
Financial Accounting and Reporting by Oil and Gas Producing Companies — D e c e m b e r 1 9 7 7 ) 
N o . 10 — Extension of "Grandfather" Provisions for Business Combinations, an a m e n d m e n t 
o f A P B O p i n i o n N o . 16 ( O c t o b e r 1 9 7 5 ) 
— T h e f i ve-year l i m i t a t i o n in t h e g r a n d f a t h e r p rov i s ions c o n t a i n e d in paragraph 9 9 o f A P B 
O p i n i o n N o . 16 and in ce r ta in A I C P A A c c o u n t i n g I n t e r p r e t a t i o n s is e l i m i n a t e d . 
— E f f e c t i v e o n N o v e m b e r 1 , 1 9 7 5 . 
N o . 1 1 — Accounting for Contingencies—Transition Method, an a m e n d m e n t o f F A S B State-
m e n t N o . 5 ( D e c e m b e r 1 9 7 5 ) 
— Speci f ies t h a t f o r f iscal years b e g i n n i n g o n o r a f te r J u l y 1 , 1 9 7 5 , F A S B S t a t e m e n t N o . 5 
shal l be app l i ed r e t r o a c t i v e l y t o ear l ier per iods i f p resented . I f r es ta temen t f o r al l p r i o r 
pe r iods presented is n o t p rac t i cab le , t h e c u m u l a t i v e e f f e c t o n t h e re ta ined earn ings at t h e 
beg inn ing o f t h e ear l iest p e r i o d restated shall be i nc luded in d e t e r m i n i n g t h e net i n c o m e o f 
t h a t p e r i o d in accordance w i t h A P B O p i n i o n N o . 2 0 . 
— E f fec t i ve r e t r o a c t i v e l y t o t h e e f f e c t i v e da te o f F A S B S t a t e m e n t N o . 5 e x c e p t t h a t f i nanc ia l 
s ta temen ts issued p r i o r t o J a n u a r y 1 , 1 9 7 6 t h a t w e r e based o n t h e o r ig ina l t r a n s i t i o n re-
q u i r e m e n t s in paragraph 2 0 o f F A S B S t a t e m e n t N o . 5 are n o t requ i red t o c o m p l y w i t h 
F A S B S t a t e m e n t N o . 1 1 . 
N o . 1 2 — Accounting for Certain Marketable Securities (December 1975) 
— Speci f ies t h a t t h e c a r r y i n g a m o u n t o f a m a r k e t a b l e e q u i t y secur i t ies p o r t f o l i o shall be the 
l o w e r o f i ts aggregate cos t o r m a r k e t va lue , d e t e r m i n e d at t h e balance sheet da te . 
• T h e a m o u n t b y w h i c h aggregate cost o f t h e p o r t f o l i o exceeds m a r k e t va lue shall be ac-
c o u n t e d f o r as a v a l u a t i o n a l l o w a n c e . 
— A l l m a r k e t a b l e e q u i t y secur i t ies c lassi f ied as c u r r e n t in t h e balance sheet shall be t rea ted as 
a single p o r t f o l i o f o r t h e c o n s o l i d a t e d e n t i t y ; l i kewise , all marke tab le e q u i t y secur i t ies 
c lassi f ied as n o n c u r r e n t shal l be t rea ted as a separate p o r t f o l i o f o r the conso l i da ted e n t i t y . 
In t h e case o f unc lass i f ied balance sheets, m a r k e t a b l e e q u i t y secur i t ies shall be cons idered 
as n o n c u r r e n t assets. T h e p o r t f o l i o s o f m a r k e t a b l e e q u i t y secur i t ies o w n e d b y an e n t i t y 
a c c o u n t e d f o r by t h e e q u i t y m e t h o d (subs id iary o r investee) shall no t be c o m b i n e d w i t h 
t h e p o r t f o l i o s o f t h e c o n s o l i d a t e d en t i t i es . 
— I f there is a change in t h e c lass i f i ca t ion o f m a r k e t a b l e e q u i t y secur i t ies, the lower o f cost 
o r m a r k e t a t t h e da te o f change shall b e c o m e t h e new cost basis and any d i f f e rence s h o u l d 
be t rea ted as a real ized loss. 
— A l l real ized gains and losses and all changes in t h e v a l u a t i o n f o r a m a r k e t a b l e e q u i t y secu-
r i t ies p o r t f o l i o i n c l u d e d in c u r r e n t assets shall be i nc luded in t h e d e t e r m i n a t i o n o f net i n -
c o m e o f t h e p e r i o d in w h i c h t h e y o c c u r . A c c u m u l a t e d changes in t h e v a l u a t i o n a l l owance 
f o r a p o r t f o l i o i n c l u d e d in n o n c u r r e n t assets or in an unclassi f ied balance sheet shall be 
i n c l u d e d in t h e e q u i t y sec t ion o f t h e balance sheet. 
— D isc losure is requ i red o f aggregate cost and m a r k e t va lue ( f o r each segregated p o r t f o l i o ) , 
gross unrea l i zed gains a n d gross unrea l i zed losses ( f o r each p o r t f o l i o ) , and net real ized gain 
or loss i n c l u d e d in t h e d e t e r m i n a t i o n o f ne t i n c o m e . O t h e r disclosures are also cal led f o r . 
— Special p rov i s ions are given f o r ce r ta in indus t r ies hav ing special ized a c c o u n t i n g pract ices. 
— T h e S t a t e m e n t does n o t a p p l y t o n o t - f o r - p r o f i t o rgan iza t ions , pens ion f u n d s , and m u t u a l 
l i fe insurance c o m p a n i e s . 
— E f f e c t i v e f o r f iscal pe r iods and i n t e r i m per iods e n d i n g o n o r a f te r December 3 1 , 1975 . 
• I f t h e in i t ia l a p p l i c a t i o n o f t h e S t a t e m e n t requi res t h e es tab l i shment o f a v a l u a t i o n a l low-
ance f o r t h e c u r r e n t p o r t f o l i o , t h e a m o u n t t h e r e o f shall be i nc luded in t h e d e t e r m i n a -
t i o n o f ne t i n c o m e f o r t h a t p e r i o d . S i m i l a r l y , in t h e in i t ia l es tab l i shment o f a v a l u a t i o n 
a l l o w a n c e f o r t h e n o n c u r r e n t p o r t f o l i o , t h e a m o u n t t h e r e o f shall be re f lec ted separate ly 
in s t o c k h o l d e r s ' e q u i t y as o f t h e end o f t h a t f iscal p e r i o d . 
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— I n t e r p r e t e d b y : 
• F A S B I n t e r p r e t a t i o n N o . 10, Application of FASB Statement No. 12 to Personal 
Financial Statements. 
• F A S B I n t e r p r e t a t i o n N o . 1 1 , Changes in Market Value After the Balance Sheet Date. 
• F A S B I n t e r p r e t a t i o n N o . 12 , Accounting for Previously Established Allowance 
Accounts. 
• F A S B I n t e r p r e t a t i o n N o . 13, Consolidation of a Parent and Its Subsidiaries Having 
Different Balance Sheet Dates. 
• F A S B I n t e r p r e t a t i o n N o . 16, Clarification of Definitions and Accounting for Market-
able Equity Securities That Become Nonmarketable. 
N o . 1 3 — Accounting for Leases ( N o v e m b e r 1 9 7 6 ) ( S t a t e m e n t N o . 13 has been a m e n d e d and 
i n t e r p r e t e d ex tens ive l y . See t h e n e x t i t e m f o r an i n t e g r a t i o n o f S t a t e m e n t N o . 13 and i ts 
va r ious a m e n d m e n t s a n d i n t e r p r e t a t i o n s . ) 
N o . 13 — Accounting for Leases, as a m e n d e d a n d i n t e r p r e t e d t h r o u g h M a y 1 9 8 0 ( M a y 1 9 8 0 ) 
— I n c o r p o r a t e s t h e s tandards sec t ion o f S t a t e m e n t N o . 13 , Accounting for Leases as a m e n d e d 
and i n t e r p r e t e d b y seven S t a t e m e n t s and six I n t e r p r e t a t i o n s . 
A m e n d m e n t s : 
• S t a t e m e n t N o . 17 — Accounting for Leases — Initial Direct Costs 
• S t a t e m e n t N o . 2 2 — Changes in the Provisions of Lease Agreements Resulting From 
Refundings of Tax-Exempt Debt 
• S t a t e m e n t N o . 2 3 — Inception of the Lease 
• S t a t e m e n t N o . 2 6 — Profit Recognition on Sales-Type Leases of Real Estate 
• S t a t e m e n t N o . 2 7 — Classification of Renewals or Extensions of Existing Sales-Type or 
Direct Financing Leases 
• S t a t e m e n t N o . 2 8 — Accounting for Sales With Leasebacks 
S t a t e m e n t N o . 2 9 — Determining Contingent Rentals 
I n t e r p r e t a t i o n s : 
• I n t e r p r e t a t i o n N o . 19 — Lessee Guarantee of the Residual Value of Leased Property 
• I n t e r p r e t a t i o n N o . 2 1 — Accounting for Leases in a Business Combination 
• I n t e r p r e t a t i o n N o . 2 3 — Leases of Certain Property Owned by a Governmental Unit or 
Authority 
• I n t e r p r e t a t i o n N o . 2 4 — Leases Involving Only Part of a Building 
• I n t e r p r e t a t i o n N o . 2 6 — Accounting for Purchase of a Leased Asset by the Lessee 
During the Term of the Lease 
• I n t e r p r e t a t i o n N o . 2 7 — Accounting for a Loss on a Sublease 
— T h e B o a r d d i d n o t v o t e o n t h i s d o c u m e n t because t h e need f o r a f o r m a l v o t e o n t h e in te -
g r a t i o n o f t h e c o m p o n e n t s d i d n o t e x i s t ; each o f t h e p r o n o u n c e m e n t s was f o r m a l l y 
a p p r o v e d a t t h e t i m e o f a d o p t i o n . 
T h i s d o c u m e n t establ ishes s tandards o f f i nanc ia l a c c o u n t i n g a n d r e p o r t i n g f o r leases b y 
lessees and lessors. 
• A lease is d e f i n e d as an ag reement c o n v e y i n g t h e r i gh t t o use p r o p e r t y , p l a n t , o r e q u i p -
m e n t usua l l y f o r a s ta ted p e r i o d o f t i m e . 
o I n c l u d e d w i t h i n t h e d e f i n i t i o n are c o n t r a c t s such as a " h e a t s u p p l y c o n t r a c t " f o r 
nuc lear f u e l . 
o Does n o t i nc lude agreements t h a t are l i m i t e d t o c o n t r a c t s f o r services. 
o Does n o t a p p l y t o lease agreements f o r r igh ts t o e x p l o r e f o r o r t o e x p l o i t na tu ra l 
resources. 
o Does n o t a p p l y t o l icensing agreements f o r i t ems such as m o t i o n p i c t u r e f i l m s , 
pa ten ts , and c o p y r i g h t s . 
o A p p l i e s t o regu la ted enterpr ises in a c c o r d a n c e w i t h t h e p rov is ions o f t h e A d d e n d u m 
t o A P B O p i n i o n N o . 2 , Accounting for the "Investment Credit". 
• D e f i n i t i o n s are p r o v i d e d f o r t h e t e r m s used in t h i s d o c u m e n t such as barga in purchase 
o p t i o n , lease t e r m , m i n i m u m lease p a y m e n t s , e x e c u t o r y costs, and t h e l ike. 
Leases are c lassi f ied as f o l l o w s : 
• Lessee: 
o Cap i ta l leases 
o O p e r a t i n g leases 
• Lessor: 
o Sales- type leases 
o D i r e c t f i n a n c i n g leases 
o Leveraged leases 
o O p e r a t i n g leases 
Cr i t e r i a f o r c lass i fy ing leases: 
• Lessee — A lease is c lassi f ied as a capital lease i f a t its i n c e p t i o n i t meets o n e o r m o r e o f 
t h e f o l l o w i n g f o u r c r i t e r i a ; o t h e r w i s e , i t shal l be c lassi f ied as an o p e r a t i n g lease: 
o T h e lease t rans fers o w n e r s h i p o f t h e p r o p e r t y t o t h e lessee b y t h e end o f t h e lease t e r m . 
o T h e lease c o n t a i n s a barga in -purchase o p t i o n . 
o T h e lease t e r m is equal t o 7 5 pe rcen t o r m o r e o f t h e e s t i m a t e d e c o n o m i c l i fe o f t h e 
leased p r o p e r t y . I f t h e beg inn ing o f t h e lease t e r m fal ls w i t h i n t h e last 2 5 pe rcen t o f 
t h e t o t a l e s t i m a t e d e c o n o m i c l i fe o f t h e leased p r o p e r t y , i n c l u d i n g ear l ier use, t h i s 
c r i t e r i o n shal l n o t be used. 
o Present va lue at t h e b e g i n n i n g o f t h e lease t e r m o f t h e m i n i m u m lease p a y m e n t s , 
e x c l u d i n g t h a t p o r t i o n represen t ing e x e c u t o r y costs t o be pa id b y t h e lessor, i n c l u d i n g 
a n y p r o f i t t h e r e o n , equals o r exceeds 9 0 percen t o f t h e excess o f t h e fa i r va lue o f t h e 
leased p r o p e r t y t o t h e lessor a t t h e i n c e p t i o n o f t h e lease over a n y re la ted i n v e s t m e n t 
tax c r e d i t re ta ined b y t h e lessor a n d e x p e c t e d t o be real ized b y h i m . 
• Th i s c r i t e r i o n is sub jec t t o t h e 2 5 p e r c e n t r e m a i n i n g l i fe e x c e p t i o n re fe r red t o i m m e -
d i a t e l y above. 
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• Lessor shal l c o m p u t e t h e present va lue o f t h e m i n i m u m lease p a y m e n t s us ing t h e 
in te res t ra te i m p l i c i t i n t h e lease. 
• Lessee shal l use his i n c r e m e n t a l b o r r o w i n g rate unless he can learn t h e i m p l i c i t ra te 
used b y t h e lessor, and t h a t rate is less t h a n his i n c r e m e n t a l b o r r o w i n g rate. 
• Lessor — A lease is c lassi f ied as a sales-type lease o r direct financing lease, w h i c h e v e r is 
a p p r o p r i a t e , i f a t t h e i n c e p t i o n o f t h e lease i t meets a n y o n e o f t h e p reced ing f o u r c r i t e r i a 
a n d in a d d i t i o n meets b o t h o f t h e f o l l o w i n g c r i t e r i a ; o t h e r w i s e i t shal l be c lassi f ied as an 
o p e r a t i n g lease: 
o C o l l e c t i b i l i t y is reasonab ly p r e d i c t a b l e . 
• T h e need t o sub jec t t h e receivable t o an es t ima te o f u n c o l l e c t i b i l i t y does n o t v io la te 
t h e c o l l e c t i b i l i t y c r i t e r i o n . 
o N o i m p o r t a n t u n c e r t a i n t i e s s u r r o u n d t h e a m o u n t o f u n r e i m b u r s a b l e costs y e t t o be 
i n c u r r e d b y t h e lessor. 
• T h e necessi ty t o e s t i m a t e e x e c u t o r y costs t o be pa id b y t h e lessor shal l n o t c o n s t i -
t u t e an i m p o r t a n t u n c e r t a i n t y . 
• A lease i n v o l v i n g real estate t h a t w o u l d o t h e r w i s e be c lassi f ied as a sales- type lease 
g iv ing rise t o a m a n u f a c t u r e r ' s o r dealer 's p r o f i t shal l be c lassi f ied as an o p e r a t i n g 
lease unless a t t h e b e g i n n i n g o f t h e lease t e r m i t a lso meets t h e r e q u i r e m e n t s o f a 
sale w i t h f u l l and i m m e d i a t e p r o f i t r e c o g n i t i o n u n d e r t h e A I C P A I n d u s t r y 
A c c o u n t i n g G u i d e , Accounting for Profit Recognition on Sales of Real Estate. 
• A change in t h e p rov i s ions o f a lease, o t h e r t h a n b y r e n e w i n g t h e lease o r e x t e n d i n g i ts 
t e r m , t h a t w o u l d have resu l ted in a d i f f e r e n t c lass i f i ca t ion had those t e r m s been in e f f e c t 
at t h e i n c e p t i o n o f t h e lease, creates a n e w ag reemen t over i ts r e m a i n i n g t e r m f o r c lass i f i -
c a t i o n purposes. 
o Changes in es t imates , such as e c o n o m i c l i fe o r res idual va lue, o r in c i r cumstances , 
such as d e f a u l t b y lessee, shal l n o t give rise t o a new c lass i f i ca t i on . 
— A c c o u n t i n g a n d R e p o r t i n g 
• Lessees 
o Lessee records a cap i ta l lease as an asset a n d an o b l i g a t i o n a t an a m o u n t equa l t o t h e 
present va lue , a t t h e b e g i n n i n g o f t h e lease t e r m , o f m i n i m u m lease p a y m e n t s d u r i n g 
t h e lease t e r m exc lus ive o f e x e c u t o r y costs t o g e t h e r w i t h a n y p r o f i t t h e r e o n . 
o I f t h e a m o u n t so d e t e r m i n e d exceeds t h e f a i r va lue o f t h e leased p r o p e r t y a t t h e 
i n c e p t i o n o f t h e lease, t h e a m o u n t reco rded as t h e asset a n d o b l i g a t i o n shal l be t h e 
fa i r va lue. 
o T h e d i s c o u n t rate t o be used in d e t e r m i n i n g present va lue is as discussed above under 
c r i t e r i a f o r c lass i f y ing a lease. 
o E x c e p t f o r c e r t a i n p rov is ions w i t h respect t o leases i n v o l v i n g l a n d , t h e asset r e c o r d e d 
u n d e r a c a p i t a l lease shal l be a m o r t i z e d as f o l l o w s : 
• Leases cap i ta l i zed u n d e r t h e t rans fe r o f t i t l e b y t h e e n d o f t h e lease t e r m o r ex is-
tence o f a bargain purchase o p t i o n c r i t e r i o n shal l be a m o r t i z e d over t h e l i fe o f t h e 
asset as i f o w n e d . O t h e r w i s e , t h e asset shal l be a m o r t i z e d over t h e lease t e r m . 
• I f a m o r t i z e d ove r t h e lease t e r m , t h e lease shal l be a m o r t i z e d t o i ts e x p e c t e d va lue 
t o t h e lessee, i f a n y . 
o Specia l a c c o u n t i n g p rov is ions a p p l y in t h e f o l l o w i n g cases: 
• T h e lease c o n t a i n s a res idual guaran tee b y t h e lessee o r a p e n a l t y f o r f a i l u r e t o 
r e n e w t h e lease a t t h e end o f t h e lease t e r m and a renewa l o r e x t e n s i o n o f t h e lease 
t e r m renders t h e guaran tee o r p e n a l t y i n o p e r a t i v e . 
• T h e r e are n o guarantees o r pena l t ies a n d t h e r e is a change in t h e p rov is ions o f a 
lease, a renewal o r e x t e n s i o n o f an e x i s t i n g lease, o r a t e r m i n a t i o n o f a lease p r i o r 
t o t h e e x p i r a t i o n o f t h e lease t e r m . 
• Pr io r t o t h e e x p i r a t i o n o f t h e lease t e r m , a change in t h e p rov is ions o f a lease results 
f r o m a r e f u n d i n g b y t h e lessor o f t a x - e x e m p t d e b t , i n c l u d i n g an advance r e f u n d i n g , 
in w h i c h t h e perce ived e c o n o m i c advantages o f t h e r e f u n d i n g are passed t h r o u g h t o 
t h e lessee and t h e revised ag reemen t is c lassi f ied as a cap i ta l lease b y t h e lessee. 
o Renta ls o n o p e r a t i n g leases shal l be charged t o expense over t h e lease t e r m as i t 
becomes payab le . 
• I f ren ta l p a y m e n t s are n o t m a d e o n a s t ra igh t - l i ne basis, renta l expense sha l l , never-
theless, be recogn ized o n a s t ra igh t - l i ne basis unless a n o t h e r basis is m o r e represen-
t a t i v e o f asset-use b e n e f i t . 
o D isc losures w i t h regard t o cap i ta l leases in t h e f i nanc i a l s t a t e m e n t s o r in f o o t n o t e s 
i n c l u d e : gross assets r e c o r d e d , c lass i f ied b y n a t u r e o r f u n c t i o n ; f u t u r e m i n i m u m lease 
p a y m e n t s a t t h e ba lance sheet d a t e , in t h e aggregate and f o r each o f t h e f i v e succeed-
ing f iscal years, w i t h ce r ta in d e d u c t i o n s f o r e x e c u t o r y costs and i m p u t e d in te res t ; 
t o t a l o f m i n i m u m sublease renta ls t o be received u n d e r noncance l l ab le subleases, t o t a l 
c o n t i n g e n t renta ls a c t u a l l y i n c u r r e d ; a n d assets reco rded u n d e r cap i ta l leases and t h e 
a c c u m u l a t e d a m o r t i z a t i o n t h e r e o n , a n d t h e re la ted o b l i g a t i o n s i n c l u d i n g c u r r e n t and 
n o n c u r r e n t s ta tus . 
o D isc losure f o r o p e r a t i n g leases hav ing in i t i a l o r r e m a i n i n g noncance l l ab le lease t e r m s 
in excess o f one year i n c l u d e f u t u r e m i n i m u m ren ta l p a y m e n t s in t h e aggregate and 
f o r each o f t h e f i ve succeed ing years , and t o t a l m i n i m u m renta ls t o be received in t h e 
f u t u r e u n d e r noncance l l ab le subleases. 
o D isc losure f o r al l o p e r a t i n g leases inc ludes ren ta l expense w i t h separate a m o u n t s f o r 
m i n i m u m renta ls , c o n t i n g e n t ren ta ls , and subren ta ls . 
o A general d e s c r i p t i o n o f t h e lessee's leasing a r rangemen ts is r e q u i r e d i n c l u d i n g basis o f 
c o n t i n g e n t renta ls , renewa l t e r m s , res t r i c t i ons . 
Lessors 
o F o r sales- type leases, t h e gross i n v e s t m e n t in t h e lease is t h e m i n i m u m lease p a y m e n t s 
d u r i n g t h e lease t e r m , ne t o f e x e c u t o r y costs t o g e t h e r w i t h a n y p r o f i t t h e r e o n , p lus 
t h e ungua ran teed res idual va lue a c c r u i n g t o t h e b e n e f i t o f t h e lessor. T h e res idual 
va lue shal l n o t exceed t h e a m o u n t es t ima ted a t t h e i n c e p t i o n o f t h e lease. 
• T h e d i f f e r e n c e b e t w e e n t h e gross i n v e s t m e n t a n d t h e s u m o f t h e present values o f 
t h e t w o c o m p o n e n t s o f t h e gross i n v e s t m e n t shal l be reco rded as unearned i n c o m e . 
o T h e d i s c o u n t ra te shal l be t h e in teres t ra te i m p l i c i t in t h e lease. 
• T h e net i n v e s t m e n t in t h e lease is t h e gross i n v e s t m e n t less t h e unea rned i n c o m e . 
• T h e unearned i n c o m e shal l be a m o r t i z e d o n an in terest basis. 
• T h e ne t i n v e s t m e n t shal l be c lass i f ied as c u r r e n t o r n o n c u r r e n t , as a p p r o p r i a t e . 
• T h e present va lue o f t h e m i n i m u m lease p a y m e n t s , ne t o f e x e c u t o r y costs, d is-
c o u n t e d a t t h e in teres t ra te i m p l i c i t in t h e lease shal l be r e c o r d e d as t h e sales p r i ce . 
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• T h e cos t o r c a r r y i n g a m o u n t , i f d i f f e r e n t , o f t h e leased p r o p e r t y , p lus a n y in i t i a l 
d i r e c t costs, less t h e present va lue o f t h e u n g u a r a n t e e d res idual va lue a c c r u i n g t o 
t h e b e n e f i t o f t h e lessor shal l be charged against i n c o m e in t h e same p e r i o d . 
• Specia l ru les are p r o v i d e d f o r t h e f o l l o w i n g : 
o A n n u a l rev iew o f e s t i m a t e d residual values. 
o A c c o u n t i n g w h e r e leases c o n t a i n a residual guaran tee or a p e n a l t y f o r f a i l u r e t o 
renew t h e lease. 
o Changes in lease p rov i s ions , renewal o r e x t e n s i o n o f an e x i s t i n g lease, a n d t e r m i -
n a t i o n o f a lease p r i o r t o t h e e x p i r a t i o n o f its t e r m . 
o Changes resu l t i ng f r o m t h e r e f u n d i n g b y t h e lessor o f t a x - e x e m p t d e b t , i n c l u d i n g 
advance r e f u n d i n g . 
o A c c o u n t i n g f o r d i r e c t f i n a n c i n g leases is essent ia l ly s i m i l a r t o t h a t descr ibed f o r sales-
t y p e leases e x c e p t t h a t n o p r o f i t o n sales is recogn ized . 
o A c c o u n t i n g f o r o p e r a t i n g leases requ i res t h a t t h e leased p r o p e r t y be i n c l u d e d w i t h o r 
near p r o p e r t y , p l a n t , and e q u i p m e n t in t h e ba lance sheet . D e p r e c i a t i o n shal l f o l l o w 
t h e lessor's n o r m a l po l ic ies . R e n t shal l be r e p o r t e d over t h e lease t e r m as i t becomes 
receivable. H o w e v e r , i f ren ta ls v a r y f r o m s t ra igh t - l i ne , t h e i n c o m e shal l be recogn ized 
o n a s t ra igh t - l i ne basis unless a n o t h e r a p p r o a c h is m o r e representa t ive o f t h e d i m u n i -
t i o n o f use b e n e f i t . I n i t i a l d i r e c t costs shal l be d e f e r r e d a n d a l l oca ted over t h e lease 
t e r m in p r o p o r t i o n t o t h e r e c o g n i t i o n o f ren ta l i n c o m e . I n i t i a l d i r e c t costs m a y be 
charged t o expense as i n c u r r e d i f t h e e f f e c t is n o t m a t e r i a l l y d i f f e r e n t f r o m t h e defer -
ral m e t h o d . 
o In p a r t i c i p a t i o n b y t h i r d par t ies , t h e sale o r ass ignment o f a lease, o r o f p r o p e r t y sub-
jec t t o a lease, t h a t was a c c o u n t e d f o r as a sales-type o r d i r e c t f i n a n c i n g lease shal l n o t 
negate t h e o r i g ina l a c c o u n t i n g t r e a t m e n t . T h e sale o f p r o p e r t y sub jec t t o an o p e r a t i n g 
lease, o r o f p r o p e r t y t h a t is leased b y o r i n t e n d e d t o be leased by t h e t h i r d p a r t y pur -
chaser t o a n o t h e r p a r t y , shal l n o t be t r e a t e d as a sale i f t h e sel ler o r a n y p a r t y re la ted 
t o t h e seller re ta ins subs tan t ia l r isks. 
o D isc losures r e q u i r e d w h e n leasing is a s i g n i f i c a n t p a r t o f t h e lessor's business ac t i v i t i es 
i n c l u d e t h e f o l l o w i n g : 
• F o r sales- type a n d d i r e c t f i n a n c i n g leases: 
o T h e c o m p o n e n t s o f t h e ne t i n v e s t m e n t i n c l u d i n g f u t u r e m i n i m u m lease p a y m e n t s 
t o be received less e x e c u t o r y costs, and a c c u m u l a t e d a l l o w a n c e f o r u n c o l l e c t i b l e 
p a y m e n t s , t h e u n g u a r a n t e e d residual values a c c r u i n g t o t h e lessor, and unearned 
i n c o m e . 
o F u t u r e m i n i m u m lease p a y m e n t s t o be received f o r each o f t h e f i ve succeeding 
f iscal years. 
o T o t a l c o n t i n g e n t renta ls i n c l u d e d in i n c o m e . 
o F o r d i r e c t f i n a n c i n g leases o n l y , t h e a m o u n t o f unearned i n c o m e i n c l u d e d in 
i n c o m e t o o f f s e t i n i t i a l d i r e c t costs charged against i n c o m e . 
• F o r o p e r a t i n g leases, t h e r e q u i r e d d isc losures i n c l u d e : 
o T h e cost and c a r r y i n g a m o u n t , i f d i f f e r e n t , o f p r o p e r t y o n lease, o r he ld f o r leas-
ing, b y m a j o r classes o f p r o p e r t y a c c o r d i n g t o n a t u r e or f u n c t i o n and t h e re la ted 
a c c u m u l a t e d d e p r e c i a t i o n . 
o M i n i m u m f u t u r e renta ls o n n o n c a n c e l l a b l e leases, in t h e aggregate a n d f o r each 
o f t h e f i ve succeed ing f iscal years. 
o T o t a l c o n t i n g e n t renta ls i n c l u d e d in i n c o m e . 
• A general d e s c r i p t i o n o f t h e lessor's leasing a r rangements . 
— Specia l t o p i c s i n c l u d e : 
• Leases i n v o l v i n g real estate, i n c l u d i n g land o n l y , land and bu i l d ings , e q u i p m e n t as w e l l as 
real estate, a n d leases i n v o l v i n g o n l y p a r t o f a b u i l d i n g . 
• Leases b e t w e e n re la ted par t ies. 
• Sale and leaseback t ransac t ions . 
• A c c o u n t i n g and r e p o r t i n g f o r subleases a n d s im i la r t ransac t ions , i n c l u d i n g a c c o u n t i n g b y 
t h e o r ig ina l lessor, t h e o r i g ina l lessee, a n d t h e n e w lessee. 
• A c c o u n t i n g f o r leases in a business c o m b i n a t i o n . 
• A c c o u n t i n g a n d r e p o r t i n g f o r leveraged leases. 
— E f f e c t i v e Date a n d T r a n s i t i o n 
• A p p l i e s t o t r ansac t i ons and lease ag reement rev is ions en te red i n t o o n o r a f te r J a n u a r y 1 , 
1 9 7 7 e x c e p t w h e r e m a d e p u r s u a n t t o t h e t e r m s o f a w r i t t e n c o m m i t m e n t made p r i o r t o 
t h a t da te . T h e d isc losures ca l led f o r in t h e S t a t e m e n t shall be i n c l u d e d in f i n a n c i a l s tate-
m e n t s f o r ca lendar years o r f iscal years e n d i n g a f t e r D e c e m b e r 3 1 , 1 9 7 6 . 
• I f t h e S t a t e m e n t is n o t a p p l i e d r e t r o a c t i v e l y , d isc losure o f t h e e f f e c t o n t h e ba lance sheet 
and i n c o m e s t a t e m e n t o f re t roac t i ve a p p l i c a t i o n is requ i red beg inn ing w i t h f i nanc ia l 
s ta tements f o r t h e year e n d i n g D e c e m b e r 3 1 , 1 9 7 7 and the rea f te r u n t i l years beg inn ing 
a f t e r December 3 1 , 1 9 8 0 . 
• F inanc ia l s ta temen ts f o r per iods b e g i n n i n g a f te r December 3 1 , 1 9 8 0 m u s t i nc lude r e t r o -
ac t ive a p p l i c a t i o n o f t h e S t a t e m e n t . F inanc ia l s ta temen ts o f ear l ier years presented f o r 
c o m p a r a t i v e purposes are t o be res ta ted a t least as fa r back as D e c e m b e r 3 1 , 1 9 7 6 . 
• See each a m e n d m e n t o r i n t e r p r e t a t i o n f o r its e f f e c t i v e da te and t r a n s i t i o n r e q u i r e m e n t s . 
N o . 14 - Financial Reporting for Segments of a Business Enterprise (December 1976) 
— A n n u a l f i nanc ia l s ta temen ts and f i nanc i a l s ta temen ts f o r i n t e r i m per iods t h a t are express ly 
descr ibed as p resent ing f i n a n c i a l p o s i t i o n , resul ts o f o p e r a t i o n s , a n d changes in f i na n c ia l 
p o s i t i o n in c o n f o r m i t y w i t h genera l ly accep ted a c c o u n t i n g p r inc ip les shall i nc lude cer ta in 
i n f o r m a t i o n re la t ing t o : 
• T h e enterpr ise 's o p e r a t i o n s in d i f f e r e n t indus t r ies . 
• Its f o r e i g n o p e r a t i o n s . 
• I ts m a j o r c u s t o m e r s . 
• Its e x p o r t sales. 
— I n d u s t r y segments shall be estab l ished b y m a n a g e m e n t b y : 
• I d e n t i f y i n g t h e i n d i v i d u a l p r o d u c t s a n d services f r o m w h i c h the enterpr ise derives its 
revenue. 
• G r o u p i n g the services b y i n d u s t r y l ines i n t o i n d u s t r y segments. 
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• Se lec t ing t h e i n d u s t r y segments t h a t are s ign i f i can t w i t h respect t o t h e enterpr ise as a 
w h o l e . 
o Reference may be made t o ou ts ide c lass i f ica t ion sources such as t h e S tandard Indus-
t r i a l C lass i f i ca t i on , a l t h o u g h n o n e b y i tsel f is su i tab le f o r purposes o f t h i s S t a t e m e n t . 
o P r o f i t centers are the logical s ta r t i ng p o i n t f o r es tab l ish ing segments. 
— R e p o r t a b l e segments are those t h a t sat is fy one or more o f the f o l l o w i n g c r i t e r i a : 
• C o n t r i b u t e 1 0 % or m o r e o f the c o m b i n e d revenue. 
• O p e r a t i n g p r o f i t o r loss is 1 0 % o r m o r e o f t h e greater o f t h e : 
o C o m b i n e d o p e r a t i n g p r o f i t o f al l segments t h a t d i d n o t i n c u r an o p e r a t i n g loss, o r 
o C o m b i n e d o p e r a t i n g loss o f al l segments t h a t d i d i n c u r an o p e r a t i n g loss. 
• I d e n t i f i a b l e assets are 1 0 % o r m o r e o f c o m b i n e d i d e n t i f i a b l e assets o f al l segments. 
— R e p o r t a b l e segments shal l represent a t least 7 5 % o f t h e c o m b i n e d revenue f r o m sales t o 
u n a f f i l i a t e d cus tomers o f all i n d u s t r y segments . 
— T e n segments m a y be a p rac t i ca l u p p e r l i m i t . 
— I n f o r m a t i o n t o be presented b y s e g m e n t : 
• Revenue i n c l u d i n g t ransfers t o o t h e r segments. 
• O p e r a t i n g p r o f i t o r loss ( w h i c h represents revenue less all d i rec t a n d a l locab le o p e r a t i n g 
expenses exc lus ive o f revenue earned at t h e c o r p o r a t e level , general c o r p o r a t e expenses, 
in terest expense, d o m e s t i c and f o r e i g n i n c o m e taxes, e q u i t y in i n c o m e o f investees, 
e x t r a o r d i n a r y i tems, and the l i k e ) . 
• I d e n t i f i a b l e assets, i n c l u d i n g d i r e c t and j o i n t l y - u s e d assets; assets used f o r general c o r p o -
rate purposes are e x c l u d e d . 
— O t h e r d isc losures i n c l u d e detai ls as t o d e p r e c i a t i o n , capi ta l e x p e n d i t u r e s , e q u i t y in i n c o m e 
o f investees, a n d t h e e f f e c t o f a change in a c c o u n t i n g m e t h o d . 
— Fore ign o p e r a t i o n s : 
• In a d d i t i o n t o i n f o r m a t i o n c o n c e r n i n g i n d u s t r y segments, separate i n f o r m a t i o n shall 
be presented at a m i n i m u m f o r an enterpr ise 's f o r e i g n o p e r a t i o n s , e i the r in the aggre-
gate o r ( i f a p p r o p r i a t e ) b y geograph ic area, i f f o r e i g n o p e r a t i o n s c o n t r i b u t e 1 0 % o r 
m o r e o f c o n s o l i d a t e d revenue or i f t h e assets i d e n t i f i a b l e w i t h t h e f o r e i g n o p e r a t i o n s 
are 1 0 % o r m o r e o f c o n s o l i d a t e d assets. 
• Sales, p r o f i t , and asset da ta t o be presented are s imi la r t o those t o be presented f o r 
i n d u s t r y segments. 
— E x p o r t sales are r e p o r t a b l e if e x p o r t s are 1 0 % or m o r e o f t o t a l revenue f r o m sales t o u n -
a f f i l i a t e d cus tomers . 
— If 1 0 % or m o r e o f t o t a l en te rpr ise revenue is der ived f r o m sales t o a single c u s t o m e r , t o 
d o m e s t i c g o v e r n m e n t agencies in the aggregate, o r t o f o re ign g o v e r n m e n t s in the aggregate, 
t h a t fac t and the a m o u n t o f revenue shall be d isc losed. 
— M e t h o d s o f p resen ta t i on are spec i f i ed . 
— E f f e c t i v e f o r f iscal years beg inn ing a f t e r D e c e m b e r 15 , 1 9 7 6 a n d f o r i n t e r i m per iods w i t h -
in t h o s e f iscal years. 
— A m e n d e d b y : 
• F A S B S t a t e m e n t N o . 18, Financial Reporting for Segments of a Business Enterprise — 
Interim Financial Statements. 
• F A S B S t a t e m e n t N o . 2 1 , Suspension of the Reporting of Earnings Per Share and Seg-
ment Information by Nonpublic Enterprises. 
• F A S B S t a t e m e n t N o . 2 4 , Reporting Segment Information In Financial Statements That 
Are Presented in Another Enterprise's Financial Report. 
• F A S B S t a t e m e n t N o . 3 0 , Disclosure of Information About Major Customers. 
N o . 15 —Accounting by Debtors and Creditors for Troubled Debt Restructurings ( June 1 9 7 7 ) 
— Establ ishes s tandards o f f i nan c i a l a c c o u n t i n g and r e p o r t i n g b y t h e d e b t o r and b y t h e 
c r e d i t o r f o r a t r o u b l e d d e b t r e s t r u c t u r i n g . 
— A r e s t r u c t u r i n g o f a d e b t c o n s t i t u t e s a t r o u b l e d d e b t r e s t r u c t u r i n g " i f t h e c r e d i t o r is c o m -
pel led b y e c o n o m i c o r legal c o n s i d e r a t i o n s re lated t o t h e d e b t o r ' s f i nanc ia l d i f f i c u l t i e s t o 
g ran t re l ie f t o t h e d e b t o r t h a t c a n n o t mee t its o b l i g a t i o n s o n t h e d e b t . " 
• Deb t res t ruc tu r ings t h a t are n o t t r o u b l e d d e b t res t ruc tu r ings w o u l d c o n t i n u e t o be ac-
c o u n t e d f o r unde r ex i s t i ng p r inc ip les , i nc lud ing A P B O p i n i o n N o . 2 6 , Early Extinguish-
ment of Debt. 
— T r o u b l e d d e b t res t ruc tu r ings are d i v ided i n t o t w o b road g roups : 
• D e b t o r t ransfers receivables, real estate, o r o t h e r assets t o the c r e d i t o r or issues its s tock 
t o t h e c r e d i t o r t o sat is fy t h e c r e d i t o r ' s c l a i m . 
• T e r m s o f t h e d e b t are m o d i f i e d t o de fe r o r reduce t h e cash p a y m e n t s t h e d e b t o r is re-
q u i r e d t o m a k e t o t h e c r e d i t o r . 
— Deb to rs and c red i to rs a c c o u n t f o r t h e fa i r value o f assets t rans fe r red and e q u i t y interests 
g r a n t e d . 
• D e b t o r recognizes a gain and c r e d i t o r recognizes a loss f o r the d i f f e r e n c e be tween fa i r 
value o f t h e c o n s i d e r a t i o n t rans fe r red and the recorded a m o u n t o f t h e d e b t sa t is f ied . 
• D e b t o r w o u l d also recogn ize a gain o r loss o n the assets t rans fe r red if t he i r fa i r values 
d i f f e r f r o m t h e i r reco rded a m o u n t s . 
— M o d i f i c a t i o n o f t h e t e r m s o f c o n t i n u i n g d e b t cal l f o r p rospec t i ve t r e a t m e n t f o r t h e e f fec ts 
o f such m o d i f i c a t i o n s as reduced in teres t expense o r in terest i n c o m e t o m a t u r i t y , w i t h one 
e x c e p t i o n . I f t h e t o t a l a m o u n t s t o be pa id o r received (p r inc ipa l and in terest ) are less t h a n 
t h e c a r r y i n g a m o u n t o f t h e payab le , t h e d e b t o r w o u l d reco rd a gain and t h e c r e d i t o r w o u l d 
reco rd a loss t o t h e e x t e n t o f t h e d i f f e r e n c e . T h e r e a f t e r , al l cash p a y m e n t s s h o u l d be ac-
c o u n t e d f o r as r e d u c t i o n s o f t h e c a r r y i n g a m o u n t o f d e b t o r receivable, and no in terest ex-
pense o r in teres t i n c o m e shal l be recogn ized . 
— Disc losure r e q u i r e m e n t s b y d e b t o r and c r e d i t o r are spec i f i ed . 
— E x c e p t f o r ce r ta in m a t t e r s re la t ing largely t o d isc losure , e f fec t i ve f o r t r o u b l e d d e b t re-
s t r u c t u r i n g s o c c u r r i n g a f t e r December 3 1 , 1 9 7 7 . Cer ta in d isc losures in f i nanc ia l state-
m e n t s o f c r e d i t o r s are requ i red f o r f iscal years end ing a f t e r D e c e m b e r 15, 1 9 7 7 . Ear l ier 
a p p l i c a t i o n is encouraged b u t n o t r e q u i r e d . 
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N o . 1 6 — Prior Period Adjustments ( June 1 9 7 7 ) 
— Rest r i c ts p r i o r p e r i o d a d j u s t m e n t s . 
— A l l i tems o f p r o f i t and loss recogn ized d u r i n g a p e r i o d , i n c l u d i n g accruals o f es t ima ted 
losses f r o m loss con t ingenc ies , shal l be i n c l u d e d in t h e d e t e r m i n a t i o n o f ne t i n c o m e f o r 
t h a t p e r i o d e x c e p t t h e f o l l o w i n g w h i c h shall be t rea ted as p r i o r p e r i o d a d j u s t m e n t s : 
• C o r r e c t i o n o f an e r r o r o f a p r i o r p e r i o d . 
• A d j u s t m e n t s t h a t resul t f r o m rea l i za t i on o f i n c o m e t a x bene f i t s o f p r e a c q u i s i t i o n 
o p e r a t i n g loss c a r r y f o r w a r d s o f purchased subsid iar ies. 
— E f f e c t i v e f o r f i nanc ia l s ta temen ts f o r f iscal years b e g i n n i n g a f te r O c t o b e r 15, 1 9 7 7 . 
Ear l ier a p p l i c a t i o n is encouraged b u t n o t r e q u i r e d . T h e S t a t e m e n t shal l n o t be app l i ed 
r e t r o a c t i v e l y t o p rev ious l y issued annua l f i nanc ia l s ta tements . 
N o . 17 — Accounting for Leases—Initial Direct Costs, an a m e n d m e n t o f F A S B S ta te-
m e n t N o . 13 ( N o v e m b e r 1977) ( I n c o r p o r a t e d in t h e c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 13, 
Accounting for Leases, M a y 1 9 8 0 . ) 
— M o d i f i e s a n d c la r i f ies t h e d e f i n i t i o n o f " i n i t i a l d i r e c t c o s t s . " 
— E f f e c t i v e f o r leasing t ransac t ions and lease ag reement rev is ions en te red i n t o o n o r a f t e r 
J a n u a r y 1 , 1 9 7 8 . T h e p rov is ions shal l be app l i ed r e t r o a c t i v e l y at t h e same t i m e and in 
t h e same m a n n e r as t h e p rov is ions o f F A S B S t a t e m e n t N o . 13 are a p p l i e d r e t r o a c t i v e l y , 
e x c e p t t h a t enterpr ises t h a t have a l ready app l i ed S t a t e m e n t N o . 13 r e t r o a c t i v e l y in p u b -
l ished annua l f i nanc ia l s ta temen ts need n o t a p p l y t h i s S t a t e m e n t r e t r o a c t i v e l y . 
N o . 1 8 — Financial Reporting for Segments of a Business Enterprise—Interim Financial State-
ments, an a m e n d m e n t o f F A S B S t a t e m e n t N o . 14 ( N o v e m b e r 1 9 7 7 ) 
— E l i m i n a t e s t h e r e q u i r e m e n t t o d isc lose segment i n f o r m a t i o n in i n t e r i m - p e r i o d f i nanc ia l 
s ta temen ts . 
— E f f e c t i v e D e c e m b e r 1 , 1 9 7 7 , r e t r o a c t i v e t o t h e e f f e c t i v e da te o f F A S B S t a t e m e n t N o . 14. 
N o . 1 9 — Financial Accounting and Reporting by Oil and Gas Producing Companies 
( D e c e m b e r 1 9 7 7 ) 
— Requi res oi l and gas p r o d u c i n g compan ies to use a vers ion o f t h e "successfu l e f f o r t s " 
m e t h o d o f a c c o u n t i n g f o r costs i n c u r r e d in search ing f o r and deve lop ing o i l and gas reserves. 
— A m o n g t h e a c c o u n t i n g r e q u i r e m e n t s are t h e f o l l o w i n g : 
• M inera l in terests in p roper t i es are reco rded as assets w h e n a c q u i r e d . 
• A l l e x p l o r a t i o n costs e x c e p t the costs o f d r i l l i n g e x p l o r a t o r y wel ls are charged t o ex-
pense w h e n i n c u r r e d . 
• T h e costs o f d r i l l i n g e x p l o r a t o r y we l l s , i n c l u d i n g e x p l o r a t o r y - t y p e s t ra t i g raph ic test 
we l ls , are cap i ta l i zed as " c o n s t r u c t i o n - i n - p r o g r e s s " w h e n i n c u r r e d , t o be charged t o ex-
pense later if t h e we l l is d e t e r m i n e d n o t t o have f o u n d p roved reserves o r t o be reclassi f ied 
as an a m o r t i z a b l e asset i f p r o v e d reserves are d iscovered . 
o I f p r o d u c i b l e q u a n t i t i e s o f reserves are f o u n d b y a w e l l d r i l l e d o f f s h o r e o r in a r e m o t e 
area, b u t c lass i f i ca t ion o f those reserves as p roved depends o n w h e t h e r a d d i t i o n a l ex-
p l o r a t o r y we l l s f i n d e n o u g h a d d i t i o n a l reserves t o j u s t i f y a m a j o r cap i ta l e x p e n d i t u r e , 
such as f o r an o f f s h o r e p r o d u c t i o n p l a t f o r m o r a t r u n k p ipe l ine , t h e cost o f d r i l l i n g 
t h e w e l l can be de fe r red as c o n s t r u c t i o n - i n - p r o g r e s s as long as t h e a d d i t i o n a l e x p l o r a -
t o r y d r i l l i n g is u n d e r w a y o r f i r m l y p l a n n e d . 
• A f t e r d i scove ry o f reserves, costs i n c u r r e d t o d r i l l al l d e v e l o p m e n t w e l l s , i n c l u d i n g 
d e v e l o p m e n t - t y p e s t r a t i g r a p h i c test we l l s , are cap i ta l i zed as a m o r t i z a b l e assets. 
• A f t e r p r o d u c t i o n begins, t h e cap i ta l i zed a c q u i s i t i o n , e x p l o r a t i o n , a n d d e v e l o p m e n t costs 
re la t ing t o reserves t h a t w e r e d iscovered are a m o r t i z e d , o n a u n i t - o f - p r o d u c t i o n basis, as 
t h e reserves are p r o d u c e d . F o r a m o r t i z a t i o n purposes, p r o p e r t i e s m a y be g r o u p e d in a 
f i e l d u n d e r ce r ta in c o n d i t i o n s . 
• U n p r o v e d p r o p e r t i e s t h a t are he ld m u s t be rev iewed f o r i m p a i r m e n t a n d , i f ca l led f o r , 
a loss m u s t be recogn ized . 
— Supersedes F A S B S t a t e m e n t N o . 9 , Accounting for Income Taxes—Oil and Gas Producing 
Companies. 
• C o m p r e h e n s i v e i n t e r p e r i o d t a x a l l o c a t i o n b y t h e de fe r red m e t h o d , as descr ibed in A P B 
O p i n i o n N o . 1 1 , Accounting for Income Taxes, shal l be f o l l o w e d b y o i l a n d gas p r o d u c -
ing c o m p a n i e s f o r i n tang ib le d r i l l i n g and d e v e l o p m e n t costs a n d o t h e r costs i ncu r red 
t h a t en te r i n t o t h e d e t e r m i n a t i o n o f t a x a b l e i n c o m e and p r e t a x a c c o u n t i n g i n c o m e in 
d i f f e r e n t per iods . 
• T h e p o s s i b i l i t y t h a t s t a t u t o r y d e p l e t i o n in f u t u r e per iods w i l l reduce o r e l i m i n a t e t h e 
a m o u n t o f i n c o m e taxes o t h e r w i s e p a y a b l e shall n o t be t a k e n i n t o a c c o u n t . 
— Disc losures requ i red i nc lude q u a n t i t i e s o f p r o v e d reserves and p r o v e d deve loped reserves o f 
o i l and gas a t t h e b e g i n n i n g a n d end o f each year , and changes t h e r e i n d u r i n g t h e year . 
D isc losure is also requ i red o f costs f o r p r o p e r t y a c q u i s i t i o n s , e x p l o r a t i o n , d e v e l o p m e n t , 
and p r o d u c t i o n o r l i f t i n g . 
— E f f e c t i v e f o r f i nanc ia l s t a t e m e n t s f o r f iscal years beg inn ing a f te r D e c e m b e r 15 , 1 9 7 8 and 
f o r i n t e r i m per iods w i t h i n those f iscal years. A c c o u n t i n g changes a d o p t e d t o c o n f o r m t o 
t h e p rov is ions o f t h e S t a t e m e n t s h o u l d be made r e t r o a c t i v e l y b y res ta t ing t h e f i nanc ia l 
s ta temen ts o f p r i o r per iods . 
— A m e n d e d b y F A S B S t a t e m e n t N o . 2 5 , Suspension of Certain Accounting Requirements 
for Oil and Gas Producing Companies. 
N o . 2 0 — Accounting for Forward Exchange Contracts, an a m e n d m e n t o f F A S B S t a t e m e n t 
N o . 8 ( D e c e m b e r 1 9 7 7 ) 
— A m e n d s paragraph 2 7 o f F A S B S t a t e m e n t N o . 8 t o p r o v i d e a t r a n s i t i o n p e r i o d d u r i n g 
w h i c h an en te rp r i se m a y en te r i n t o a f o r w a r d c o n t r a c t t o hedge an ex i s t i ng c o m m i t m e n t 
t h a t was en te red i n t o b e f o r e t h e e f f e c t i v e da te o f F A S B S t a t e m e n t N o . 8. F o r purposes o f 
d e t e r m i n i n g c o m p l i a n c e w i t h t h e c o n d i t i o n s f o r de fe r ra l o f a gain o r loss, such a f o r w a r d 
c o n t r a c t w o u l d be cons idered t o have m e t t h e c o n d i t i o n s o f paragraph 27 (a ) i f t h e l i fe o f 
t h e f o r w a r d c o n t r a c t e x t e n d s f r o m a da te p r i o r t o M a r c h 3 1 , 1 9 7 8 t o t h e a n t i c i p a t e d 
t r a n s a c t i o n da te o r a later da te . 
— A m e n d s paragraph 2 7 ( b ) o f F A S B S t a t e m e n t N o . 8 t o p e r m i t t h e de fe r ra l o f a gain o r loss 
o n a p o r t i o n o f a f o r w a r d c o n t r a c t in excess o f t h e a m o u n t o f t h e f o r e i g n c u r r e n c y c o m -
m i t m e n t t o t h e e x t e n t t h a t such p o r t i o n is i n t e n d e d t o p r o v i d e a hedge o n an a f t e r - t ax 
basis. A gain o r loss so d e f e r r e d shal l be i n c l u d e d as an o f f s e t t o t h e re la ted t a x e f fec ts in 
t h e p e r i o d in w h i c h such t a x e f fec ts are recogn ized . 
— E f f e c t i v e p r o s p e c t i v e l y b e g i n n i n g J a n u a r y 1 , 1 9 7 8 . Ear l ier a p p l i c a t i o n encouraged f o r 
f i nanc ia l s t a t e m e n t s n o t p r e v i o u s l y issued. R e s t a t e m e n t o f p r e v i o u s l y issued f i nanc ia l state-
m e n t s is p r o h i b i t e d . 
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N o . 2 1 — Suspension of the Reporting of Earnings Per Share and Segment Information by 
Nonpublic Enterprises, an a m e n d m e n t o f A P B O p i n i o n N o . 15 and F A S B S t a t e m e n t N o . 14 
( A p r i l 1 9 7 8 ) 
— Suspends t h e r e q u i r e m e n t s o f A P B O p i n i o n N o . 15 a n d F A S B S t a t e m e n t N o . 14 in t h e 
f i nanc ia l s t a t e m e n t s o f n o n p u b l i c enterpr ises , p e n d i n g c o m p l e t i o n o f a m a j o r p r o j e c t o n 
f i n a n c i a l s t a t e m e n t s a n d f i nanc ia l r e p o r t i n g t h a t focuses, in p a r t , o n smal l and c lose ly held 
enterpr ises . 
• De f ines a n o n p u b l i c en te rp r i se as an en te rp r i se o t h e r t h a n o n e (a) w h o s e d e b t o r e q u i t y 
secur i t ies t r a d e in a p u b l i c m a r k e t o n a f o r e i g n o r d o m e s t i c s tock exchange o r in t h e 
o v e r - t h e - c o u n t e r m a r k e t ( i n c l u d i n g secur i t ies q u o t e d o n l y loca l l y o r reg iona l l y ) o r (b) 
t h a t is r e q u i r e d t o f i l e f i nanc i a l s t a t e m e n t s w i t h t h e Secur i t ies a n d Exchange C o m m i s -
s i o n . 
o T h e suspens ion app l ies t o enterpr ises w i t h a b r o a d class o f p u b l i c p a r t i c i p a n t s (such 
as m u t u a l assoc ia t ions, coopera t i ves , nonbus iness o rgan iza t i ons , a n d par tnersh ips ) 
t h a t o t h e r w i s e m e e t t h e n o n p u b l i c d e f i n i t i o n . 
o A n en te rp r i se is no longer n o n p u b l i c w h e n i ts f i nanc ia l s ta temen ts are issued in 
p r e p a r a t i o n f o r t h e sale o f secur i t ies in a p u b l i c m a r k e t . 
• T h e suspens ion app l ies t o a c o m p l e t e set o f separa te ly issued f i nanc ia l s t a t e m e n t s o f a 
s u b s i d i a r y , c o r p o r a t e j o i n t v e n t u r e , o r o t h e r investee t h a t is n o n p u b l i c as t h e t e r m is 
used in t h e S t a t e m e n t . 
• T h e S t a t e m e n t does n o t a f f e c t t h e d isc losure o f i n f o r m a t i o n a b o u t e c o n o m i c d e p e n -
d e n c y , as discussed in S t a t e m e n t o n A u d i t i n g S tandards N o . 6, w h e n such d isc losure 
m a y be necessary f o r a f a i r p r e s e n t a t i o n . 
— E f f e c t i v e A p r i l 3 0 , 1 9 7 8 r e t r o a c t i v e t o f iscal years b e g i n n i n g a f t e r D e c e m b e r 15 , 1 9 7 6 , t h e 
e f f e c t i v e d a t e o f F A S B S t a t e m e n t N o . 14. 
— A m e n d e d b y F A S B S t a t e m e n t N o . 2 4 , Reporting Segment Information in Financial State-
ments That Are Presented in Another Enterprise's Financial Report. 
N o . 2 2 - Changes in the Provisions of Lease Agreements Resulting From Refundings of Tax-
Exempt Debt, an a m e n d m e n t o f F A S B S t a t e m e n t N o . 13 (June 1978) ( I n c o r p o r a t e d in 
c o d i f i c a t i o n F A S B S t a t e m e n t N o . 13 , Accounting for Leases, M a y 1980. ) 
— Reconc i les an a p p a r e n t i ncons i s tency b e t w e e n S t a t e m e n t N o . 13 and A P B O p i n i o n N o . 2 6 , 
Early Extinguishment of Debt, ar is ing f r o m r e f u n d i n g s o f t a x - e x e m p t d e b t , i n c l u d i n g 
advance r e f u n d i n g s t h a t are a c c o u n t e d f o r as ear l y e x t i n g u i s h m e n t s o f d e b t . 
— E f f e c t i v e f o r lease ag reement rev is ions en te red i n t o o n o r a f t e r J u l y 1 , 1 9 7 8 . T h e p rov is ions 
o f t h i s S t a t e m e n t shal l be a p p l i e d r e t r o a c t i v e l y a t t h e same t i m e and in t h e same m a n n e r as 
t h e p rov is ions o f S t a t e m e n t N o . 13 are a p p l i e d r e t r o a c t i v e l y , e x c e p t t h a t enterpr ises t h a t 
have a l r e a d y a p p l i e d S t a t e m e n t N o . 13 r e t r o a c t i v e l y in p u b l i s h e d annua l f i nanc ia l s ta te-
m e n t s need n o t a p p l y t h i s S t a t e m e n t r e t r o a c t i v e l y . 
N o . 2 3 - Inception of the Lease, an a m e n d m e n t o f F A S B S t a t e m e n t No . 13 ( A u g u s t 1 9 7 8 ) 
( I n c o r p o r a t e d in t h e c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 13 , Accounting for Leases, 
M a y 1980 . ) 
— Recons iders t h e a p p l i c a t i o n o f S t a t e m e n t N o . 13 f o r a leasing t r a n s a c t i o n in w h i c h t h e 
lessor a n d lessee agree o n lease t e r m s p r i o r t o t h e c o n s t r u c t i o n o f t h e asset t o be leased. 
— E f f e c t i v e f o r leasing t ransac t i ons reco rded and lease agreement revis ions reco rded as o f 
D e c e m b e r 1 , 1 9 7 8 o r t he rea f te r . T h e p rov i s ions o f t h e S t a t e m e n t shall be app l i ed re t ro -
a c t i v e l y at t h e same t i m e and in t h e same m a n n e r as t h e p rov is ions o f S t a t e m e n t N o . 13 , 
e x c e p t t h a t e n t i t i e s t h a t have a l ready a p p l i e d S t a t e m e n t N o . 13 r e t r o a c t i v e l y in pub l i shed 
annua l f i nanc ia l s ta temen ts need n o t a p p l y t h i s S t a t e m e n t r e t r o a c t i v e l y . 
N o . 2 4 — Reporting Segment Information in Financial Statements That Are Presented in 
Another Enterprise's Financial Report, an a m e n d m e n t o f F A S B S t a t e m e n t N o . 14 ( D e c e m b e r 
1 9 7 8 ) 
— E l im ina tes t h e r e q u i r e m e n t t o disclose segment i n f o r m a t i o n in a c o m p l e t e set o f f i nanc ia l 
s ta temen ts t h a t is presented in a n o t h e r en terpr ise 's f i nanc ia l r e p o r t ( i .e., t h e p r i m a r y re-
p o r t i n g en te rp r i se ) : 
• I f those f i nanc ia l s t a t e m e n t s are also c o n s o l i d a t e d o r c o m b i n e d in a c o m p l e t e set o f 
f i nanc ia l s t a t e m e n t s and b o t h sets o f f i nanc i a l s ta temen ts are presented in t h e same 
f i nanc ia l r e p o r t , o r 
• I f t hose f i nanc ia l s ta temen ts are presented f o r ce r ta in f o r e i g n investees, o r 
• I f t hose f i nanc ia l s ta temen ts are presented in t h e f i nanc ia l r e p o r t o f an en te rp r i se t h a t is 
n o t sub jec t t o t h e r e q u i r e m e n t s o f F A S B S t a t e m e n t N o . 14 because o f t h e suspension 
p r o v i d e d b y F A S B S t a t e m e n t N o . 21 re la t ing t o n o n p u b l i c enterpr ises. 
— E f f e c t i v e J a n u a r y 1 , 1 9 7 9 re t roac t i ve t o f iscal years beg inn ing a f te r December 15 , 1 9 7 6 . 
Ear l ier a p p l i c a t i o n is encouraged . 
N o . 2 5 — Suspension of Certain Accounting Requirements for Oil and Gas Producing Com-
panies, an a m e n d m e n t o f F A S B S t a t e m e n t No . 19 ( F e b r u a r y 1979) 
— Suspends t h e e f f e c t i v e da te f o r a p p l i c a t i o n o f those p o r t i o n s o f F A S B S t a t e m e n t N o . 19 , 
Financial Accounting and Reporting by Oil and Gas Producing Companies, t h a t pe r ta in t o 
a requ i red f o r m o f successful e f f o r t s a c c o u n t i n g . 
• Does n o t suspend those same p o r t i o n s o f S t a t e m e n t N o . 19 insofar as t h e y p r o v i d e 
d e f i n i t i o n o f t e r m s o r p r o v i d e d i r e c t i o n a n d gu idance f o r f i nanc ia l s t a t e m e n t d isclosures 
requ i red b y o t h e r p o r t i o n s o f t h a t S t a t e m e n t . 
• S t a t e m e n t N o . 19 c o n t i n u e s in e f f ec t as a S t a t e m e n t issued b y t h e F A S B f o r purposes o f 
j u s t i f y i n g a change in a c c o u n t i n g m e t h o d under A P B O p i n i o n N o . 2 0 , Accounting 
Changes. 
o A c c o u n t i n g changes t o a d o p t t h e p rov is ions o f S t a t e m e n t N o . 19 shal l be made b y 
re t roac t i ve res ta temen t o f p r i o r per iods as p r o v i d e d f o r in t h a t S t a t e m e n t . 
— Enterpr ises t h a t p resen t l y use a f u l l cost m e t h o d and subsequen t l y a d o p t a c c o u n t i n g 
changes t o c o n f o r m t o t h e f u l l cost rules p r o m u l g a t e d b y t h e Secur i t ies a n d Exchange 
C o m m i s s i o n (SEC) shall make those changes r e t r o a c t i v e l y b y res ta t ing p r i o r - p e r i o d f i n a n -
cial s ta tements . 
— Disc losure r e q u i r e m e n t s o f S t a t e m e n t N o . 19 are a m e n d e d t o p e r m i t the d isc losure 
o f reserve q u a n t i t i e s t o be made as s u p p l e m e n t a r y i n f o r m a t i o n a c c o m p a n y i n g , b u t o u t s i d e , 
t h e f i nanc ia l s ta tements . 
— D e f i n i t i o n s o f p r o v e d reserves, p roved deve loped reserves and p r o v e d u n d e v e l o p e d reserves 
used in a p p l y i n g th i s S t a t e m e n t and S t a t e m e n t N o . 19 shall be t h e d e f i n i t i o n s a d o p t e d b y 
t h e SEC. 
D e f i n i t i o n s o f reserves p r o v i d e d in S t a t e m e n t N o . 19 are resc inded. 
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• Prev ious ly r e p o r t e d q u a n t i t i e s o f va r ious reserves shall n o t be revised r e t r o a c t i v e l y i f t h e 
SEC d e f i n i t i o n s are changed. 
— A n en te rp r i se engaged in o i l a n d gas p r o d u c i n g ac t i v i t i es shal l disclose t h e m e t h o d o f 
a c c o u n t i n g f o r t h e costs i n c u r r e d in those ac t iv i t ies and t h e m a n n e r o f d ispos ing o f cap i ta l -
ized costs re la ted t o those ac t iv i t ies . 
— For al l o t h e r purposes, t h e e f fec t i ve da te o f S t a t e m e n t N o . 19 is a m e n d e d t o f iscal years 
end ing a f t e r D e c e m b e r 2 5 , 1 9 7 9 , a l t h o u g h p r i o r a p p l i c a t i o n is encouraged . 
• T h e suspens ion , as a m a n d a t o r y r e q u i r e m e n t , o f t h e f o r m o f successful e f f o r t s a c c o u n t -
ing prescr ibed b y S t a t e m e n t N o . 19 is an i n d e f i n i t e suspens ion . 
— E f f e c t i v e f o r f iscal years beg inn ing a f t e r December 15 , 1978 . 
N o . 2 6 — Profit Recognition on Sales-Type Leases of Real Estate, an a m e n d m e n t o f F A S B 
S t a t e m e n t N o . 13 ( A p r i l 1979 ) ( I n c o r p o r a t e d in t h e c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 13 , 
Accounting for Leases, M a y 1980. ) 
— A m e n d s paragraph 8 o f S t a t e m e n t N o . 13 t o r e q u i r e t h a t a lease i nvo l v ing real estate 
t h a t w o u l d o t h e r w i s e be classi f ied as o f t h e i n c e p t i o n date as a sales-type lease g iv ing rise t o 
a m a n u f a c t u r e r ' s o r dealer 's p r o f i t shal l be c lassi f ied as an o p e r a t i n g lease unless a t t h e 
beg inn ing o f t h e lease t e r m i t also meets t h e r e q u i r e m e n t s t h a t a sale o f t h e same p r o p e r t y 
w o u l d have t o meet f o r f u l l and i m m e d i a t e p r o f i t r e c o g n i t i o n u n d e r t h e A I C P A I n d u s t r y 
A c c o u n t i n g G u i d e , Accounting for Profit Recognition on Sales of Real Estate. 
— E f f e c t i v e f o r leasing t ransac t ions , and lease ag reement rev is ions, reco rded as o f A u g u s t 1 , 
1 9 7 9 o r t h e r e a f t e r . T h e p rov is ions shall be a p p l i e d r e t r o a c t i v e l y a t t h e same t i m e a n d in 
t h e same m a n n e r as t h e p rov is ions o f F A S B S t a t e m e n t N o . 13 are app l i ed r e t r o a c t i v e l y , 
e x c e p t t h a t enterpr ises t h a t have a l ready app l i ed S t a t e m e n t N o . 13 r e t r o a c t i v e l y in p u b -
l ished annua l f i n a n c i a l s t a t e m e n t s need n o t a p p l y t h i s S t a t e m e n t r e t r o a c t i v e l y . 
N o . 2 7 — Classification of Renewals or Extensions of Existing Sales-Type or Direct Financing 
Leases, an a m e n d m e n t o f F A S B S t a t e m e n t N o . 13 ( M a y 1979) ( I n c o r p o r a t e d in t h e c o d i f i c a -
t i o n o f F A S B S t a t e m e n t N o . 13 , Accounting For Leases, M a y 1980 . ) 
— M o d i f i e s S t a t e m e n t N o . 13 t o requ i re t h e c lass i f i ca t ion o f a renewal o r e x t e n s i o n o f an 
ex i s t i ng sales- type o r d i r e c t f i n a n c i n g lease as a sales-type lease i f i t w o u l d o t h e r w i s e so 
q u a l i f y , a n d t h e renewal o r e x t e n s i o n occurs at o r near t h e end o f t h e o r i g ina l lease t e r m . 
— E f f e c t i v e f o r lease ag reemen t renewals a n d ex tens ions reco rded as o f S e p t e m b e r 1 , 1 9 7 9 o r 
t h e r e a f t e r . T h e p rov i s ions shal l be app l i ed r e t r o a c t i v e l y at t h e same t i m e a n d in t h e same 
m a n n e r as t h e p rov is ions o f S t a t e m e n t N o . 13 are a p p l i e d r e t r o a c t i v e l y , e x c e p t t h a t enter -
prises t h a t have a l ready a p p l i e d S t a t e m e n t N o . 13 r e t r o a c t i v e l y in pub l i shed annua l f i n a n -
cial s t a t e m e n t s need n o t a p p l y t h i s S t a t e m e n t r e t r o a c t i v e l y . 
N o . 2 8 — Accounting for Sales With Leasebacks, an a m e n d m e n t o f F A S B S t a t e m e n t N o . 13 
( M a y 1 9 7 9 ) ( I n c o r p o r a t e d in t h e c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 1 3 , Accounting for 
Leases, M a y 1980 . ) 
— M o d i f i e s paragraph 3 3 o f S t a t e m e n t N o . 13 t o a l l o w f o r r e c o g n i t i o n o f p r o f i t o n a sale and 
leaseback u n d e r ce r ta in c i r cums tances . 
— M o d i f i e s paragraph 3 3 o f S t a t e m e n t N o . 13 t o requ i re t h a t , f o r an o p e r a t i n g lease w h e r e 
p r o f i t o r loss is d e f e r r e d , i t be a m o r t i z e d over t h e lease t e r m , n o t t h e p e r i o d o f e x p e c t e d use. 
— E f f e c t i v e f o r leasing t ransac t i ons a n d lease ag reemen t revis ions reco rded as o f S e p t e m b e r 1 , 
1 9 7 9 . Prov is ions o f t h i s S t a t e m e n t shal l be a p p l i e d r e t r o a c t i v e l y a t t h e same t i m e and in 
t h e same m a n n e r as t h e p r o v i s i o n s o f S t a t e m e n t N o . 13 are a p p l i e d r e t r o a c t i v e l y , e x c e p t 
t h a t enterpr ises t h a t have a l ready a p p l i e d S t a t e m e n t N o . 13 r e t r o a c t i v e l y in p u b l i s h e d 
annua l f i n a n c i a l s t a t e m e n t s need n o t a p p l y t h i s S t a t e m e n t r e t r o a c t i v e l y . 
N o . 2 9 — Determining Contingent Rentals, an a m e n d m e n t o f F A S B S t a t e m e n t N o . 13 (June 
1 9 7 9 ) ( I n c o r p o r a t e d in c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 13, Accounting For Leases, 
M a y 1980. ) 
— M o d i f i e s S t a t e m e n t N o . 13 t o e x c l u d e c o n t i n g e n t ren ta ls , as d e f i n e d , f r o m m i n i m u m lease 
p a y m e n t s . 
— E f f e c t i v e f o r leasing t ransac t ions a n d lease ag reemen t revis ions reco rded o n o r a f t e r 
O c t o b e r 1 , 1 9 7 9 . T h e p rov is ions shal l be a p p l i e d r e t r o a c t i v e l y a t t h e same t i m e and in 
t h e same m a n n e r as t h e p rov is ions o f S t a t e m e n t N o . 13 are app l i ed r e t r o a c t i v e l y , e x c e p t 
t h a t en terpr ises t h a t have a l ready a p p l i e d S t a t e m e n t N o . 13 r e t r o a c t i v e l y in pub l i shed 
annua l f i n a n c i a l s t a t e m e n t s need n o t a p p l y t h i s S t a t e m e n t r e t r o a c t i v e l y . 
N o . 3 0 — Disclosure of Information About Major Customers, an a m e n d m e n t o f F A S B 
S t a t e m e n t N o . 14 ( A u g u s t 1 9 7 9 ) 
— A m e n d s t h e r e q u i r e m e n t s o f paragraph 3 9 o f F A S B S t a t e m e n t N o . 14 , Financial Reporting 
for Segments of a Business Enterprise, regard ing d isc losure o f revenue der i ved f r o m a 
single c u s t o m e r a c c o u n t i n g f o r 1 0 % o r m o r e o f t o t a l sales. 
• F o r purposes o f d isc losure , t h e federa l g o v e r n m e n t , a state g o v e r n m e n t , a local govern -
m e n t ( f o r e x a m p l e , a c o u n t y o r m u n i c i p a l i t y ) o r a f o r e i g n g o v e r n m e n t shal l each be 
cons idered as a single c u s t o m e r . 
• T h e i d e n t i t y o f t h e c u s t o m e r need n o t be d isc losed, b u t t h e i d e n t i t y o f t h e i n d u s t r y 
segment o r segments m a k i n g t h e sales shal l be d isc losed. 
— E f f e c t i v e f o r f iscal years beg inn ing a f t e r D e c e m b e r 15 , 1979 . T h e S t a t e m e n t need n o t be 
a p p l i e d r e t r o a c t i v e l y t o p r e v i o u s l y issued f i n a n c i a l s ta tements . 
N o . 3 1 — Accounting for Tax Benefits Related to U.K. Tax Legislation Concerning Stock 
Relief ( S e p t e m b e r 1979) 
— Speci f ies h o w an en te rp r i se r e p o r t i n g in acco rdance w i t h U.S. G A A P s h o u l d a c c o u n t f o r 
t h e t a x e f f ec t s re la ted t o t h e p rov is ions o f t h e 1 9 7 9 U n i t e d K i n g d o m ( U . K . ) t a x leg is la t ion 
c o n c e r n i n g recap tu re o f " s t o c k ( i n v e n t o r y ) r e l i e f " d e d u c t i o n s . 
— B a c k g r o u n d : 
• F o r purposes o f d e t e r m i n i n g U .K . t a x a b l e i n c o m e , en terpr ises are p e r m i t t e d t o d e d u c t 
increases in t h e c a r r y i n g a m o u n t o f i nven to r ies . T h i s d e d u c t i o n is i n c l u d e d in U .K . tax -
able i n c o m e ( recap tu red ) i f i nven to r ies decrease in f u t u r e years. 
• T a x bene f i t s re la t ing t o t h i s d e d u c t i o n have been d e f e r r e d as i f t h i s d e d u c t i o n w e r e a 
t i m i n g d i f f e r e n c e t h a t reverses i f i nven to r i es decrease in f u t u r e years. 
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• E f f e c t i v e o n J u l y 2 6 , 1 9 7 9 , t h e U.K. a d o p t e d leg is la t ion t h a t l i m i t s t h e t i m i n g a n d t h e 
a m o u n t o f t a x t h a t c o u l d be r e c a p t u r e d . 
— T h e t a x b e n e f i t re la ted t o t h e c u r r e n t d e d u c t i o n s f o r " s t o c k r e l i e f " s h o u l d be de fe r red 
unless i t is p r o b a b l e t h a t t h e t a x b e n e f i t w i l l n o t be r e c a p t u r e d p r i o r t o t h e e n d o f t h e rele-
v a n t s ix -year recap tu re p e r i o d . 
— Prev ious ly p r o v i d e d d e f e r r e d tax bene f i t s re la ted t o " s t o c k r e l i e f " d e d u c t i o n s s h o u l d be 
recogn ized in t h e ear l iest o f t h e p e r i o d in w h i c h t h e r e c a p t u r e p e r i o d exp i res or t h e p e r i o d 
in w h i c h c i r cums tances change a n d i t becomes p r o b a b l e t h a t t h e tax bene f i t s w i l l n o t be 
r e c a p t u r e d . 
— I f t h e t a x b e n e f i t re la ted t o " s t o c k r e l i e f " has n o t been de fe r red a n d c i r cums tances sub-
s e q u e n t l y change, t h e tax b e n e f i t a t t r i b u t a b l e t o t h e " s t o c k r e l i e f " shal l be de fe r red t o t h e 
e x t e n t a p p r o p r i a t e b y a charge t o i n c o m e tax expense o f t h e p e r i o d in w h i c h c i r cumstances 
change. 
— F o r i n t e r i m r e p o r t i n g purposes , except for purposes of initial application, a n y change in 
c i r cums tances r e q u i r i n g an a d j u s t m e n t o f t h e t a x b e n e f i t re la ted t o " s t o c k r e l i e f " s h o u l d 
be t r e a t e d as an a d j u s t m e n t o f t h e e s t i m a t e d annua l e f f e c t i v e t a x ra te . 
— I f a s i g n i f i c a n t v a r i a t i o n in t h e c u s t o m a r y r e l a t i o n s h i p b e t w e e n i n c o m e t a x expense a n d 
p re tax a c c o u n t i n g i n c o m e is c reated b y a c c o u n t i n g f o r " s t o c k r e l i e f " in accordance w i t h 
t h e s t a t e m e n t , t h a t f a c t shal l be d isc losed. 
— E f f e c t i v e f o r annua l and i n t e r i m f i nanc i a l s ta temen ts issued a f t e r S e p t e m b e r 3 0 , 1 9 7 9 f o r 
pe r iods e n d i n g o n o r a f t e r J u l y 2 6 , 1 9 7 9 . Fo r i n i t i a l a p p l i c a t i o n o f t h e S t a t e m e n t in in -
t e r i m pe r iods e n d i n g a f t e r J u l y 2 6 , 1 9 7 9 , a n y r e c o g n i t i o n o f p rev ious l y d e f e r r e d t a x 
bene f i t s re la ted t o " s t o c k r e l i e f " s h o u l d be r e p o r t e d as an i t e m o f t a x expense f o r t h a t 
i n t e r i m p e r i o d . 
N o . 3 2 — Specialized Accounting and Reporting Principles and Practices in AICPA State-
ments of Position and Guides on Accounting and Auditing Matters, an a m e n d m e n t o f A P B 
O p i n i o n N o . 2 0 ( S e p t e m b e r 1 9 7 9 ) 
— A d o p t s t h e specia l ized a c c o u n t i n g and r e p o r t i n g p r inc ip les and pract ices c o n t a i n e d in t h e 
A I C P A I n d u s t r y A c c o u n t i n g Gu ides , I n d u s t r y A u d i t Gu ides , and S t a t e m e n t s o f P o s i t i o n , 
l is ted in A p p e n d i x A o f t h e S t a t e m e n t as p re fe rab le a c c o u n t i n g p r inc ip les f o r purposes o f 
a p p l y i n g A P B O p i n i o n N o . 2 0 , Accounting Changes. 
• Defers a c t i o n o n t h e I n d u s t r y A u d i t G u i d e , Audits of State and Local Governmental 
Units, a n d t w o re la ted SOPs p e n d i n g c o m p l e t i o n o f d iscussions o n t h e ro le o f t h e F A S B 
in a c c o u n t i n g f o r g o v e r n m e n t a l un i t s . 
• Special p rocedures are estab l ished f o r a d o p t i n g SOPs and G u i d e rev is ions in process. 
— Does n o t requ i re a n y en te rp r i se t o change t h e a c c o u n t i n g p r inc ip les i t currently uses t o 
those spec i f ied in t h e Gu ides and SOPs. 
• Does n o t t a k e a n y p o s i t i o n w i t h respect t o t h e in i t i a l a d o p t i o n o f an a c c o u n t i n g p r i n c i p l e 
p r i o r t o c o m p l e t i o n o f a p p r o p r i a t e d u e process o n t h e special ized p r i n c i p l e s and pract ices. 
— E f f e c t i v e O c t o b e r 3 1 , 1 9 7 9 . Ear l ier a p p l i c a t i o n is encouraged . 
— A t its O c t o b e r 3 1 , 1 9 7 9 m e e t i n g , t h e Boa rd a p p r o v e d t h e use o f task fo rces t o e x t r a c t t h e 
spec ia l ized a c c o u n t i n g a n d r e p o r t i n g p r i n c i p l e s a n d prac t ices f o r p r e p a r a t i o n o f E x p o s u r e 
D r a f t s o f p r o p o s e d S tandards o n these A I C P A S t a t e m e n t s o f Pos i t ion and Guides . 
N o . 3 3 — Financial Reporting and Changing Prices ( S e p t e m b e r 1979) 
— Establ ishes s tandards f o r r e p o r t i n g t h e e f f ec t s o n business enterpr ises o f changes in general 
pr ices (general i n f l a t i o n ) and changes in t h e pr ices o f ce r ta in spec i f ic t y p e s o f assets (cur-
ren t cos ts ) . 
• Requi res t h a t t h e e f fec ts o f chang ing pr ices be presented as s u p p l e m e n t a r y i n f o r m a t i o n 
t o t h e p r i m a r y f i n a n c i a l s t a t e m e n t s . 
o T h e e f fec ts o f general i n f l a t i o n are measured b y t h e use o f constant dollar accounting, 
a m e t h o d o f r e p o r t i n g f i nanc ia l s t a t e m e n t e lemen ts in do l la rs each o f w h i c h has t h e 
same general pu rchas ing p o w e r . 
o T h e e f fec ts o f changes in t h e pr ices o f spec i f i c t y p e s o f assets are d e t e r m i n e d t h r o u g h 
the use o f current cost accounting, a m e t h o d o f r e p o r t i n g assets, and expenses asso-
c ia ted w i t h t h e use o r sale o f assets, at t h e i r c u r r e n t cost o r l ower recoverab le a m o u n t 
at t h e ba lance sheet da te o r at t h e da te o f use o r sale. 
• N o changes are made in t h e p r i m a r y f i nanc ia l s ta tements . 
— A p p l i c a b l e t o U.S. p u b l i c enterpr ises, as d e f i n e d in t h e S t a t e m e n t , t h a t prepare t h e i r 
p r i m a r y f i nanc ia l s t a t e m e n t s in U.S. do l l a r s and in accordance w i t h U.S. genera l l y accepted 
a c c o u n t i n g p r inc ip les and t h a t , at t h e b e g i n n i n g o f t h e f iscal year f o r w h i c h f i nanc ia l state-
m e n t s are be ing presented (on a c o n s o l i d a t e d basis, i f a p p l i c a b l e ) , meet e i t h e r o f t h e f o l l o w -
ing t w o c o n d i t i o n s : 
• I nven to r ies and p r o p e r t y , p l a n t , and e q u i p m e n t (be fo re d e d u c t i n g a c c u m u l a t e d depre-
c i a t i o n , d e p l e t i o n , and a m o r t i z a t i o n ) a m o u n t in t h e aggregate t o m o r e t h a n $ 1 2 5 m i l l i o n ; 
o I n v e n t o r y and p r o p e r t y , p l a n t , and e q u i p m e n t inc ludes land , o t h e r ma te r ia l resources 
and cap i ta l i zed leases, b u t n o t g o o d w i l l o r o t h e r i n tang ib le assets. 
• T o t a l assets a m o u n t t o m o r e t h a n $1 b i l l i o n (a f te r d e d u c t i n g a c c u m u l a t e d d e p r e c i a t i o n ) . 
— T h e i n f o r m a t i o n need n o t be p resen ted : 
• In i n t e r i m f i n a n c i a l r e p o r t s , 
• Fo r segments o f a business, o r 
• Fo r a paren t c o m p a n y , an investee c o m p a n y , o r o t h e r en terpr ise in a n y f i nanc ia l r e p o r t 
t h a t inc ludes t h e resul ts f o r t h a t en te rp r i se in c o n s o l i d a t e d f i nanc ia l s ta tements . 
— Special p r o b l e m s in t h e fo res t p r o d u c t s , m i n i n g , o i l and gas, and real estate indus t r ies re-
q u i r e f u r t h e r s t u d y t o p r o v i d e a basis f o r i m p l e m e n t i n g t h e r e q u i r e m e n t s o f c u r r e n t cost 
d isc losure. 
• Pending c o m p l e t i o n o f these s tud ies, enterpr ises are n o t requ i red t o disclose i n f o r m a t i o n 
a b o u t t h e c u r r e n t costs o f unprocessed na tu ra l resources a n d i n c o m e - p r o d u c i n g real 
estate p r o p e r t i e s . 
— Requ i red d isc losures f o r t h e c u r r e n t year i nc lude t h e f o l l o w i n g i n f o r m a t i o n : 
• I n c o m e f r o m c o n t i n u i n g o p e r a t i o n s o n an h is to r i ca l c o s t / c o n s t a n t d o l l a r basis and on a 
c u r r e n t cost basis. 
o I n c o m e f r o m c o n t i n u i n g o p e r a t i o n s exc ludes t h e resul ts o f d i s c o n t i n u e d o p e r a t i o n s , 
e x t r a o r d i n a r y i tems, and t h e c u m u l a t i v e e f f e c t o f a c c o u n t i n g changes. 
• Purchasing p o w e r gain o r loss o n net m o n e t a r y i tems. 
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• C u r r e n t cost a m o u n t s o f i n v e n t o r y and p r o p e r t y , p l a n t and e q u i p m e n t . 
• Increases o r decreases in t h e c u r r e n t cos t a m o u n t s o f i n v e n t o r y a n d p r o p e r t y , p l a n t 
and e q u i p m e n t he ld d u r i n g t h e p e r i o d ne t o f i n f l a t i o n ( h o l d i n g gains o r losses ne t o f 
i n f l a t i o n ) . 
• A d d i t i o n a l i n f o r m a t i o n requ i red inc ludes d isc losure o f : 
o T h e t y p e s o f i n f o r m a t i o n used t o ca lcu la te t h e c u r r e n t cost o f i n v e n t o r y , p r o p e r t y , 
p l a n t and e q u i p m e n t , cos t o f goods s o l d , and d e p r e c i a t i o n , d e p l e t i o n , and a m o r t i z a -
t i o n expense. 
o A n y d i f f e rences f r o m t h e p r i m a r y s t a t e m e n t in d e p r e c i a t i o n m e t h o d s , es t imates o f 
usefu l l ives, a n d salvage values used f o r purposes o f t h e s u p p l e m e n t a r y d isc losure . 
o T h e f a c t t h a t no a d j u s t m e n t s w e r e made t o i n c o m e t a x expense as r e p o r t e d in t h e 
p r i m a r y f i nanc ia l s ta tements . 
— R e q u i r e d d isc losures f o r each o f t h e f i ve mos t - recen t f iscal years. These d isc losures i n c l u d e : 
• H i s to r i ca l c o s t / c o n s t a n t do l l a r i n f o r m a t i o n : 
o N e t sales and o t h e r o p e r a t i n g revenues. 
o I n c o m e f r o m c o n t i n u i n g o p e r a t i o n s . 
o I n c o m e per share f r o m c o n t i n u i n g o p e r a t i o n s . 
o N e t assets at f iscal year e n d . 
o Cash d i v i d e n d s dec lared per c o m m o n share. 
• C u r r e n t cos t i n f o r m a t i o n : 
o I n c o m e f r o m c o n t i n u i n g o p e r a t i o n s . 
o I n c o m e per c o m m o n share f r o m c o n t i n u i n g ope ra t i ons . 
o N e t assets a t f iscal year e n d . 
o Increases o r decreases in t h e c u r r e n t cos t a m o u n t s o f i n v e n t o r y a n d p r o p e r t y , p l a n t 
a n d e q u i p m e n t , ne t o f i n f l a t i o n . 
o Purchasing p o w e r gain o r loss o n net m o n e t a r y i tems. 
• O t h e r : 
o M a r k e t p r i ce per c o m m o n share a t f iscal year e n d . 
o T h e average level (or end-o f -year - leve l , i f used f o r t h e m e a s u r e m e n t o f i n c o m e f r o m 
c o n t i n u i n g opera t ions ) o f t h e C o n s u m e r Price Index f o r A l l U r b a n Consumers 
(CPI -U) f o r each year i n c l u d e d in t h e s u m m a r y . 
— T h e index used t o c o m p u t e i n f o r m a t i o n o n a c o n s t a n t d o l l a r basis is t h e C P I - U . 
• A n en te rp r i se t h a t presents t h e m i n i m u m h is to r i ca l c o s t / c o n s t a n t d o l l a r i n f o r m a t i o n re-
q u i r e d m u s t use, f o r res ta temen t purposes, t h e average level over t h e f iscal year o f t h e 
C P I - U . 
o M i n i m u m res ta temen t covers i n v e n t o r y , p r o p e r t y , p l a n t and e q u i p m e n t , cost o f goods 
s o l d , d e p r e c i a t i o n , d e p l e t i o n , and a m o r t i z a t i o n expense, and any r e d u c t i o n s o f t h e 
h i s to r i ca l cost a m o u n t s o f i n v e n t o r y a n d p r o p e r t y , p l a n t , a n d e q u i p m e n t t o l ower 
recoverab le a m o u n t s . 
o O t h e r f i nanc ia l s t a t e m e n t e lemen ts need n o t be res ta ted. 
• A n en te rp r i se t h a t presents comprehensive f i nanc ia l s t a t e m e n t s o n an h is to r i ca l c o s t / 
c o n s t a n t d o l l a r basis m a y measure t h e c o m p o n e n t s in e i t h e r average- for - the-year c o n -
s tan t do l l a rs o r in end -o f - yea r c o n s t a n t do l la rs . 
I tems measured in u n i t s o f a f o r e i g n c u r r e n c y shall f i r s t be t rans la ted i n t o U.S. do l la rs in 
accordance w i t h genera l l y accep ted a c c o u n t i n g p r inc ip les and t h e n be restated in c o n -
s tan t do l la rs . 
G u i d a n c e is p r o v i d e d o n t h e c lass i f i ca t ion o f ba lance sheet i tems as m o n e t a r y or n o n -
m o n e t a r y . 
Deta i ls are p r o v i d e d f o r such ma t te rs as c u r r e n t cos t measurements and sources o f i n f o r m a -
t i o n a b o u t c u r r e n t costs. 
I f t h e recoverab le a m o u n t f o r a g r o u p o f assets is j u d g e d t o be m a t e r i a l l y and p e r m a n e n t l y 
l o w e r t h a n h is to r i ca l cost in c o n s t a n t do l l a rs o r c u r r e n t do l la rs , t h e recoverable a m o u n t 
m u s t be used as t h e measure o f t h e asset and re lated expense. 
• Recoverab le a m o u n t s m a y be measured b y cons ide r ing net real izable value o r t h e values 
in use o f t h e assets. 
• Special rules a p p l y t o c o m p a n i e s sub jec t t o rate r e g u l a t i o n o r o t h e r f o r m s o f p r i ce 
c o n t r o l . 
E f f e c t i v e f o r f iscal years ended o n o r a f t e r D e c e m b e r 2 5 , 1 9 7 9 . 
• I n f o r m a t i o n o n a c u r r e n t cos t basis f o r f iscal years ended b e f o r e December 2 5 , 1 9 8 0 
m a y be presented in t h e f i r s t annua l r e p o r t f o r a f iscal year t h a t ends o n o r a f t e r D e c e m -
ber 2 5 , 1 9 8 0 . 
• O f t h e above i n f o r m a t i o n , o n l y t h e f o l l o w i n g i n f o r m a t i o n need be s tated in t h e f i ve-year 
s u m m a r y f o r f iscal years ended b e f o r e D e c e m b e r 2 5 , 1 9 7 9 : 
o Net sales and o t h e r o p e r a t i n g revenues. 
o Cash d i v i d e n d dec lared per c o m m o n share. 
o M a r k e t p r i ce per c o m m o n share a t f iscal year e n d . 
• Disc losures o f c u r r e n t cos t i n f o r m a t i o n in t h e f i ve-year s u m m a r y f o r f iscal years e n d i n g 
b e f o r e D e c e m b e r 2 5 , 1 9 8 0 m a y be p o s t p o n e d t o t h e f i r s t annua l r e p o r t f o r a f iscal 
year e n d i n g o n o r a f t e r D e c e m b e r 2 5 , 1 9 8 0 . 
• A n en te rp r i se t h a t f i r s t app l ies t h e r e q u i r e m e n t s f o r a f iscal year ended o n o r a f te r 
December 2 5 , 1 9 8 0 is r e q u i r e d t o state in t h e f i ve-year s u m m a r y f o r ear l ier years t h e 
f o l l o w i n g , in c o n s t a n t d o l l a r s : 
o N e t sales and o t h e r o p e r a t i n g revenues. 
o Cash d i v i d e n d dec lared per c o m m o n share. 
o M a r k e t p r i ce per c o m m o n share a t f iscal year e n d . 
S u p p l e m e n t e d b y : 
• F A S B S t a t e m e n t N o . 3 9 , Financial Reporting and Changing Prices: Specialized Assets — 
Mining and Oil and Gas. 
• F A S B S t a t e m e n t N o . 4 0 , Financial Reporting and Changing Prices: Specialized Assets — 
Timberlands and Growing Timber. 
• F A S B S t a t e m e n t N o . 4 1 , Financial Reporting and Changing Prices: Specialized Assets — 
Income-Producing Real Estate. 
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— Illustrations of Financial Reporting and Changing Prices (December , 1 9 7 9 ) 
• Issued as a s u p p l e m e n t t o F A S B S t a t e m e n t N o . 3 3 , i t c o n t a i n s i l l us t ra t i ons t h a t m i g h t 
be a p p r o p r i a t e in annua l repor ts o f c o m p a n i e s in p a r t i c u l a r indust r ies . 
— Examples of the Use of FASB Statement No. 33, Financial Reporting and Changing Prices 
( N o v e m b e r 1 9 8 0 ) 
• C o n t a i n s i l l us t ra t i ons , d r a w n f r o m 1 9 7 9 annua l r e p o r t s o f va r ious c o m p a n i e s , o f t h e dis-
c losures requ i red b y S t a t e m e n t N o . 3 3 . 
N o . 3 4 - Capitalization of Interest Cost ( O c t o b e r 1 9 7 9 ) 
— Establ ishes s tandards o f f i n a n c i a l a c c o u n t i n g a n d r e p o r t i n g f o r cap i ta l i z ing in terest cost as 
a p a r t o f t h e h is to r i ca l cos t o f a c q u i r i n g ce r ta in assets. 
• In teres t cos t inc ludes in teres t recogn ized o n o b l i g a t i o n s hav ing e x p l i c i t in terest rates, 
in te res t i m p u t e d on payables in accordance w i t h A P B O p i n i o n N o . 2 1 , Interest on 
Receivables and Payables, a n d in terest re la t i ng t o a cap i ta l lease. 
• In teres t t h a t m i g h t be i m p u t e d on o w n e r s ' e q u i t y is e x c l u d e d . 
— In te res t cos t shal l be cap i ta l i zed as p a r t o f t h e h is to r i ca l cos t o f a c q u i r i n g an asset i f a sig-
n i f i c a n t p e r i o d o f t i m e elapses b e t w e e n t h e in i t i a l e x p e n d i t u r e re lated t o d e v e l o p m e n t o f 
t h e asset and its readiness f o r its i n t e n d e d use, a n d if such a p e r i o d o f t i m e is requ i red t o 
b r i n g t h e asset t o t h e c o n d i t i o n and l o c a t i o n necessary f o r its i n t e n d e d use. 
— Assets q u a l i f y i n g f o r in terest c a p i t a l i z a t i o n i n c l u d e : 
• Assets t h a t are c o n s t r u c t e d or o t h e r w i s e p r o d u c e d f o r an enterpr ise 's o w n use. 
• Assets i n t e n d e d f o r sale o r lease t h a t are c o n s t r u c t e d or o t h e r w i s e p r o d u c e d as d iscrete 
p ro jec ts , such as ships or real estate d e v e l o p m e n t s . 
— In te res t s h o u l d not be cap i ta l i zed f o r t h e f o l l o w i n g : 
• Inven to r ies t h a t are r o u t i n e l y m a n u f a c t u r e d o r o t h e r w i s e p r o d u c e d in large q u a n t i t i e s 
on a r e p e t i t i v e basis. 
• Assets t h a t are in use or ready f o r t h e i r i n t e n d e d use. 
• Assets t h a t are n o t being used in t h e earn ing ac t i v i t i es o f t h e en te rp r i se . 
— T h e a m o u n t o f in teres t cost a l l oca ted in an a c c o u n t i n g p e r i o d shall be d e t e r m i n e d b y 
a p p l y i n g an in teres t rate t o t h e average a m o u n t o f a c c u m u l a t e d e x p e n d i t u r e s f o r t h e 
q u a l i f i e d asset d u r i n g t h e p e r i o d , a n d shall n o t exceed t h e a m o u n t o f t o t a l in teres t cost 
i n c u r r e d b y t h e en te rp r i se d u r i n g t h a t p e r i o d . 
• I f an en terpr ise 's f i nanc ia l p lans associate a spec i f i c n e w b o r r o w i n g w i t h a q u a l i f y i n g 
asset, t h e en te rp r i se m a y use t h e rate o n t h a t b o r r o w i n g as t h e c a p i t a l i z a t i o n ra te . 
• If t h e average a c c u m u l a t e d e x p e n d i t u r e s f o r t h e asset exceed t h e a m o u n t s o f spec i f i c 
n e w b o r r o w i n g s associated w i t h t h e asset, t h e c a p i t a l i z a t i o n rate t o be a l l oca ted t o t h e 
excess shall be t h e w e i g h t e d average o f t h e rates app l i cab le t o o t h e r b o r r o w i n g s . 
• T h e re levant en te rp r i se f o r in terest c a p i t a l i z a t i o n is t h e en te rp r i se f o r w h i c h f i n a n c i a l 
s t a t e m e n t s are p resen ted . A c o n s o l i d a t e d g r o u p o f c o m p a n i e s m a y be v i e w e d as a single 
e n t i t y f o r f i n a n c i n g purposes. 
— C a p i t a l i z a t i o n begins w h e n t h e f i r s t d e v e l o p m e n t e x p e n d i t u r e is made , and c o n t i n u e s as 
long as t h e asset is u n d e r g o i n g ac t ive d e v e l o p m e n t t h a t is necessary t o get t h e asset ready 
f o r its i n t e n d e d use, a n d in te res t is be ing i n c u r r e d . In te res t c a p i t a l i z a t i o n shall end w h e n 
t h e asset is s u b s t a n t i a l l y c o m p l e t e a n d ready f o r its i n t e n d e d use. 
— T h e f o l l o w i n g d isc losures are r e q u i r e d : 
• Fo r an a c c o u n t i n g p e r i o d in w h i c h n o in teres t cos t is c a p i t a l i z e d , t h e a m o u n t o f in teres t 
cost i n c u r r e d and charged t o expense d u r i n g t h e p e r i o d . 
• Fo r an a c c o u n t i n g p e r i o d in w h i c h s o m e in teres t cos t is c a p i t a l i z e d , t h e t o t a l a m o u n t 
o f in te res t cos t i n c u r r e d d u r i n g t h e p e r i o d and t h e a m o u n t t h e r e o f t h a t has been cap i -
t a l i z e d . 
— Shal l be a p p l i e d p r o s p e c t i v e l y in f isca l years beg inn ing a f t e r D e c e m b e r 15 , 1 9 7 9 . Ear l ier 
a p p l i c a t i o n is p e r m i t t e d , b u t n o t r e q u i r e d in f i n a n c i a l s ta temen ts f o r f iscal years beg inn ing 
b e f o r e D e c e m b e r 1 9 , 1 9 7 9 t h a t have n o t been p r e v i o u s l y issued. I f ear ly a p p l i c a t i o n is 
a d o p t e d , f i n a n c i a l r e p o r t s f o r a n y i n t e r i m per iods o f t h a t f iscal year t h a t precede t h e 
p e r i o d o f a d o p t i o n shall be res ta ted . 
— I n t e r p r e t e d by F A S B I n t e r p r e t a t i o n N o . 3 3 , Applying FASB Statement No. 34 to Oil and 
Gas Producing Operations Accounted for by the Full Cost Method. 
N o . 3 5 — Accounting and Reporting by Defined Benefit Pension Plans ( M a r c h 1980) 
— Establ ishes s tandards o f f i n a n c i a l a c c o u n t i n g and r e p o r t i n g f o r annua l f i nanc ia l s ta temen ts 
o f d e f i n e d b e n e f i t pens ion p lans, a n d app l ies t o plans t h a t are sub jec t t o t h e p rov is ions o f 
E R I S A (covered plans) as w e l l as t o those t h a t are n o t . 
• Covered plans m a y a d d i t i o n a l l y p r o v i d e bene f i t s o n d e a t h , d i s a b i l i t y , o r t e r m i n a t i o n o f 
e m p l o y m e n t . 
• Does n o t a p p l y t o a p lan t h a t is e x p e c t e d t o be t e r m i n a t e d , n o r t o a g o v e r n m e n t -
sponsored social s e c u r i t y p l a n . 
— T h i s S t a t e m e n t does n o t r e q u i r e t h e p r e p a r a t i o n , d i s t r i b u t i o n , o r a t t e s t a t i o n o f a n y p lan 's 
f i nanc ia l s t a t e m e n t s . 
— T h e p r i m a r y o b j e c t i v e o f a p lan 's f i nanc ia l s ta temen ts is t o p r o v i d e f i nanc i a l i n f o r m a t i o n 
t h a t is usefu l in assessing a p lan 's present a n d f u t u r e a b i l i t y t o pay bene f i t s w h e n d u e . 
— T h e annua l f i nanc ia l s t a t e m e n t s o f a p lan shal l i nc lude t h e f o l l o w i n g : 
• A s t a t e m e n t t h a t inc ludes i n f o r m a t i o n o n t h e net assets ava i lab le f o r bene f i t s as o f t h e 
e n d o f t h e p lan year . 
• A s t a t e m e n t t h a t inc ludes i n f o r m a t i o n o n changes d u r i n g t h e year in net assets avai lab le 
f o r bene f i t s . 
• I n f o r m a t i o n o n t h e ac tuar ia l present va lue o f a c c u m u l a t e d p lan b e n e f i t s : 
o T h e b e n e f i t v a l u a t i o n d a t e m a y be e i the r t h e beg inn ing o r t h e end o f t h e p lan year . 
o I f t h e b e n e f i t v a l u a t i o n da te is t h e beg inn ing o f t h e year , t h e n a s t a t e m e n t o f ne t 
assets avai lab le a t t h a t da te a n d o f changes in net assets d u r i n g t h e p reced ing year 
s h o u l d be p resen ted . 
• I n f o r m a t i o n o n t h e e f fec ts o f f a c t o r s a f f e c t i n g t h e year - to -year change in t h e ac tuar ia l 
present va lue o f a c c u m u l a t e d p lan bene f i t s . 
• F l e x i b i l i t y is a l l o w e d in p resen t ing i n f o r m a t i o n regard ing t h e ac tuar ia l present va lue o f 
a c c u m u l a t e d p lan bene f i t s , and year - to -year changes t h e r e i n . 
— A c c o u n t i n g p r inc ip les set f o r t h in t h e S t a t e m e n t i n c l u d e t h e f o l l o w i n g : 
• A c c r u a l basis o f a c c o u n t i n g is r e q u i r e d . 
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• C o n t r i b u t i o n s receivable shall i n c l u d e al l a m o u n t s legal ly o r c o n t r a c t u a l l y d u e as w e l l as 
a m o u n t s due p u r s u a n t t o f o r m a l c o m m i t m e n t s . 
• Plan inves tmen ts , w h e t h e r e q u i t y o r d e b t secur i t ies , real estate, o r o t h e r ( e x c l u d i n g 
c o n t r a c t s w i t h insurance compan ies ) shal l be presented a t t h e i r fa i r va lue ( i .e. , c u r r e n t 
se l l ing pr ice) a t t h e r e p o r t i n g da te . 
• Insurance c o n t r a c t s shall be recogn ized a n d measured in t h e same m a n n e r as r e q u i r e d 
f o r r e p o r t i n g u n d e r E R I S A . 
• O p e r a t i n g assets shal l be presented a t cos t less a c c u m u l a t e d d e p r e c i a t i o n . 
— M i n i m u m d isc losure r e q u i r e m e n t s are set f o r t h f o r changes in net assets avai lab le f o r 
bene f i t s . 
— A c c u m u l a t e d p lan bene f i t s are those f u t u r e b e n e f i t p a y m e n t s t h a t are a t t r i b u t a b l e u n d e r 
t h e p lan 's p rov is ions t o e m p l o y e e s ' service rendered t o t h e b e n e f i t i n f o r m a t i o n da te . 
• A c c u m u l a t e d p lan bene f i t s c o m p r i s e bene f i t s e x p e c t e d t o be paid t o : 
o R e t i r e d o r t e r m i n a t e d e m p l o y e e s o r t h e i r benef ic ia r ies . 
o Benef ic iar ies o f deceased e m p l o y e e s . 
o Present e m p l o y e e s o r t h e i r benef ic ia r ies . 
• Spec i f i c ru les are p r o v i d e d f o r measur ing a c c u m u l a t e d p lan bene f i t s . 
• Changes in ac tuar ia l a s s u m p t i o n s made t o re f lec t changes in t h e p lan 's e x p e c t e d e x p e r i -
ence shal l be v i e w e d as changes in es t ima te . 
• M i n i m u m d isc losure shall i n c l u d e t h e s ign i f i can t e f fec ts o f f ac to rs a f f e c t i n g a change in 
t h e ac tuar ia l present va lue o f a c c u m u l a t e d p lan bene f i t s , such as: 
o Plan a m e n d m e n t s . 
o Changes in t h e n a t u r e o f t h e p lan (such as a p lan s p i n o f f o r a merger w i t h a n o t h e r p lan) . 
o Changes in ac tuar ia l a s s u m p t i o n s . 
• T o t a l ac tuar ia l present va lue o f a c c u m u l a t e d p lan bene f i t s as o f t h e b e n e f i t i n f o r m a t i o n 
da te shall be segmented i n t o a t least t h e f o l l o w i n g categor ies : 
o Ves ted bene f i t s o f p a r t i c i p a n t s c u r r e n t l y rece iv ing p a y m e n t s 
o O t h e r vested bene f i t s 
o Nonves ted bene f i t s 
— T h e use o f averages or o t h e r m e t h o d s o f a p p r o x i m a t i o n is a p p r o p r i a t e p r o v i d e d t h e resul ts 
are s u b s t a n t i a l l y t h e same as w o u l d be o b t a i n e d u n d e r de ta i l ed rules. 
— Disc losures spec i f i ca l l y re la ted t o p lans are set f o r t h in d e t a i l . 
— E f f e c t i v e f o r p lan years beg inn ing a f t e r D e c e m b e r 1 5 , 1 9 8 0 . 
• A c c o u n t i n g changes t o c o n f o r m t o t h i s S t a t e m e n t shall be m a d e r e t r o a c t i v e l y . 
• Pr io r years ' s t a t e m e n t s w h e n presented f o r c o m p a r a t i v e purposes shal l be res ta ted . 
• I f a c c o u n t i n g changes w e r e necessary t o c o n f o r m t o t h e p rov is ions o f t h i s S t a t e m e n t , 
t h a t f a c t shal l be d isc losed. 
N o . 3 6 — Disclosure of Pension Information, an a m e n d m e n t o f A P B O p i n i o n N o . 8 
( M a y 1 9 8 0 ) 
— T h e Board dec ided t h a t t h e lack o f c o m p a r a b l e d isc losures in e m p l o y e r s ' f i nanc i a l s tate-
m e n t s a b o u t t h e f i n a n c i a l s ta tus o f t h e i r pens ion plans requ i res a m e n d m e n t o f ex i s t i ng 
d isc losure s tandards as an i n t e r i m measure p e n d i n g c o m p l e t i o n o f t h e p r o j e c t o n a c c o u n t -
ing b y e m p l o y e r s f o r pens ions. 
• T h i s S t a t e m e n t does n o t a l t e r t h e d e f i n i t i o n s o f a d e f i n e d b e n e f i t pens ion p lan and a 
d e f i n e d c o n t r i b u t i o n p lan c o n t a i n e d in A p p e n d i x B o f A P B O p i n i o n N o . 8 , Accounting 
for the Cost of Pension Plans. 
— T h e f o l l o w i n g d isc losures are r e q u i r e d : 
• A s t a t e m e n t t h a t pens ion p lans e x i s t , a n d i d e n t i f i c a t i o n o f t h e e m p l o y e e g r o u p s 
c o v e r e d , 
• A s t a t e m e n t o f t h e c o m p a n y ' s a c c o u n t i n g a n d f u n d i n g po l i c ies , 
• T h e p r o v i s i o n f o r pens ion costs f o r t h e p e r i o d , 
• N a t u r e a n d e f f e c t o f s i g n i f i c a n t m a t t e r s a f f e c t i n g c o m p a r a b i l i t y o f pens ion i n f o r m a t i o n 
f o r al l pe r iods p resen ted , such as change in a c c o u n t i n g m e t h o d s , o r changes in c i r c u m -
stances. 
— F o r d e f i n e d b e n e f i t p e n s i o n p lans t h e f o l l o w i n g r e q u i r e d d isc losures shall be d e t e r m i n e d in 
acco rdance w i t h S t a t e m e n t N o . 3 5 , Accounting and Reporting by Defined Benefit Pension 
Plans, as o f t h e m o s t recen t b e n e f i t i n f o r m a t i o n da te f o r w h i c h t h e data are ava i lab le : 
• T h e ac tuar ia l present va lue o f vested a c c u m u l a t e d p lan bene f i t s , 
• T h e ac tuar ia l present va lue o f nonves ted a c c u m u l a t e d p lan bene f i t s . 
• T h e p lans ' ne t assets ava i lab le f o r b e n e f i t s , 
• T h e assumed rates o f r e t u r n used in d e t e r m i n i n g t h e ac tuar ia l present values o f vested 
and nonves ted a c c u m u l a t e d p l a n b e n e f i t s , 
• T h e d a t e as o f w h i c h t h e b e n e f i t i n f o r m a t i o n was d e t e r m i n e d . 
o T h e da ta m a y be r e p o r t e d in t o t a l f o r a l l p lans, separate ly f o r each p l a n , o r in sub-
aggregated f o r m . 
• F o r p lans f o r w h i c h t h e above da ta are n o t ava i lab le , t h e e m p l o y e r shal l c o n t i n u e 
t o c o m p l y w i t h t h e d isc losure r e q u i r e m e n t s o r i g i n a l l y c o n t a i n e d in A P B O p i n i o n 
N o . 8 . 
o T h e reasons w h y t h e r e q u i r e d i n f o r m a t i o n is n o t p r o v i d e d shal l be d isc losed. 
— E f f e c t i v e f o r annua l f i n a n c i a l s t a t e m e n t s f o r f iscal years b e g i n n i n g a f t e r D e c e m b e r 1 5 , 1 9 7 9 , 
a n d f o r c o m p l e t e sets o f i n t e r i m f i n a n c i a l s ta temen ts issued a f t e r J u n e 3 0 , 1 9 8 0 . 
• T h e d isc losures r e q u i r e d b y t h i s S t a t e m e n t need n o t be i nc luded in f i nanc ia l s ta temen ts 
f o r per iods b e g i n n i n g b e f o r e t h e e f f e c t i v e d a t e o f t h i s S t a t e m e n t t h a t are be ing presented 
f o r c o m p a r a t i v e purposes w i t h f i n a n c i a l s t a t e m e n t s f o r per iods a f t e r t h e e f f e c t i v e da te . 
N o . 3 7 — Balance Sheet Classification of Deferred Income Taxes, an a m e n d m e n t o f A P B 
O p i n i o n N o . 11 ( J u l y 1980) 
— Clar i f ies t h e c lass i f i ca t ion o f d e f e r r e d i n c o m e t a x charges a n d c red i t s w h e r e no asset o r 
l i a b i l i t y t h a t is re la ted t o t h e t i m i n g d i f f e r e n c e ex is ts . 
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• A l s o c la r i f ies t h e ba lance sheet c lass i f i ca t ion o f t h e t a x bene f i t s re la ted t o " s t o c k r e l i e f " 
u n d e r F A S B S t a t e m e n t N o . 31, Accounting for Tax Benefits Related to U.K. Tax 
Legislation Concerning Stock Relief. 
— A d e f e r r e d charge o r c r e d i t t h a t is re la ted t o an asset o r l i a b i l i t y shal l be c lassi f ied as cur -
ren t o r n o n c u r r e n t based o n t h e c lass i f i ca t ion o f t h e re la ted asset o r l i a b i l i t y . 
• A d e f e r r e d charge o r c r ed i t is re la ted t o an asset o r l i a b i l i t y o f r e d u c t i o n o f t h e asset o r 
l i a b i l i t y causes t h e t i m i n g d i f f e r e n c e t o reverse. 
o T h e t e r m " r e d u c t i o n " inc ludes a m o r t i z a t i o n , sale o r o t h e r rea l i za t ion o f an asset, and 
a m o r t i z a t i o n , p a y m e n t o r o t h e r sa t i s fac t i on o f a l i a b i l i t y . 
— A d e f e r r e d charge o r c r e d i t t h a t is n o t re la ted t o an asset o r l i a b i l i t y shal l be c lassi f ied 
based o n t h e e x p e c t e d reversal da te o f t h e spec i f i c t i m i n g d i f f e r e n c e . 
• A d e f e r r e d charge o r c r e d i t is n o t re la ted t o an asset o r l i a b i l i t y i f : 
o T h e r e is n o associated asset o r l i a b i l i t y . 
• F o r e x a m p l e , a change in a c c o u n t i n g m e t h o d f o r t a x purposes f r o m t h e cash t o t h e 
reserve m e t h o d o f a c c o u n t i n g f o r bad deb ts w h e r e t h e e f f e c t is t o be a m o r t i z e d f o r 
t a x purposes ove r t e n years w o u l d give rise t o a de fe r red t a x i t e m un re la ted t o 
t r a d e receivables o r t h e p r o v i s i o n f o r d o u b t f u l a c c o u n t s . T h e c o l l e c t i o n o r w r i t e - o f f 
o f t h e receivables w i l l n o t cause t h e t i m i n g d i f f e r e n c e t o reverse. T h e t i m i n g 
d i f f e r e n c e w i l l reverse over t i m e ( ten years , in t h i s e x a m p l e ) . 
o A r e d u c t i o n o f an associated asset o r l i a b i l i t y w i l l n o t cause t h e t i m i n g d i f f e r e n c e t o 
reverse. 
o T a x b e n e f i t s re la ted t o " s t o c k r e l i e f " t h a t have been d e f e r r e d u n d e r F A S B S t a t e m e n t 
N o . 3 1 , are n o t t i m i n g d i f f e r e n c e s , a n d s h o u l d be c lassi f ied based o n t h e p e r i o d o f 
p o t e n t i a l r e c a p t u r e . 
— E f f e c t i v e f o r f i n a n c i a l s t a t e m e n t s f o r p e r i o d s e n d i n g a f t e r D e c e m b e r 1 5 , 1 9 8 0 . 
• Rec lass i f i ca t ion in p r e v i o u s l y issued f i n a n c i a l s t a t e m e n t s is p e r m i t t e d b u t n o t r e q u i r e d . 
N o . 3 8 — Accounting for Preacquisition Contingencies of Purchased Enterprises, an a m e n d -
m e n t o f A P B O p i n i o n N o . 16 ( S e p t e m b e r 1 9 8 0 ) 
— Spec i f ies t h e a p p l i c a t i o n o f F A S B S t a t e m e n t N o s . 5 , Accounting for Contingencies, a n d 
1 6 , Prior Period Adjustments, a n d A P B O p i n i o n N o . 1 6 , Business Combinations, t o pre-
a c q u i s i t i o n c o n t i n g e n c i e s o f purchased enterpr ises a n d a d j u s t m e n t s t h a t resul t f r o m reso lu-
t i o n o f t h o s e con t i ngenc ies . 
• A p p l i e s t o s i t u a t i o n s such as t h e f o l l o w i n g : 
o A n a c q u i r e d en te rp r i se has l i t i g a t i o n p e n d i n g at t h e a c q u i s i t i o n da te . 
o A n u n e x p e c t e d lawsu i t arises t h a t relates t o events t h a t o c c u r r e d b e f o r e t h e acqu is i -
t i o n b u t is f i l e d a f te r t h a t da te . 
• Does n o t a p p l y t o p o t e n t i a l i n c o m e t a x bene f i t s o f p r e a c q u i s i t i o n net o p e r a t i n g loss 
c a r r y f o r w a r d s o r a d j u s t m e n t s t h a t resu l t f r o m rea l i za t i on o f those bene f i t s . 
— A p r e a c q u i s i t i o n c o n t i n g e n c y is a c o n t i n g e n c y a c q u i r e d in a business c o m b i n a t i o n a c c o u n t e d 
f o r b y t h e purchase m e t h o d a n d t h a t is in ex is tence b e f o r e t h e c o n s u m m a t i o n o f t h e c o m -
b i n a t i o n . 
• A p r e a c q u i s i t i o n c o n t i n g e n c y m a y i n c l u d e : 
o A c o n t i n g e n t asset. 
o A c o n t i n g e n t l i a b i l i t y . 
o A c o n t i n g e n t i m p a i r m e n t o f an asset. 
— A p r e a c q u i s i t i o n c o n t i n g e n c y , o t h e r t h a n t h e p o t e n t i a l t a x b e n e f i t o f a loss c a r r y f o r w a r d , 
shal l be i n c l u d e d in t h e purchase a l l o c a t i o n based o n an a m o u n t d e t e r m i n e d as f o l l o w s : 
• I f t h e fa i r va lue can be d e t e r m i n e d d u r i n g t h e " a l l o c a t i o n p e r i o d " , t h e c o n t i n g e n c y shall 
be i n c l u d e d in t h e a l l o c a t i o n o f t h e purchase p r i ce based o n t h a t fa i r va lue. 
o " A l l o c a t i o n p e r i o d " is t h e p e r i o d r e q u i r e d t o i d e n t i f y and q u a n t i f y t h e assets a c q u i r e d 
and t h e l iab i l i t i es assumed. 
• T h e a l l o c a t i o n p e r i o d ends w h e n t h e a c q u i r i n g en te rp r i se is no longer w a i t i n g f o r 
i n f o r m a t i o n t h a t i t has a r ranged t o o b t a i n a n d t h a t is k n o w n t o be avai lab le o r 
o b t a i n a b l e . 
• T h e a l l o c a t i o n p e r i o d s h o u l d usua l l y n o t exceed one year f r o m t h e c o n s u m m a t i o n 
o f a business c o m b i n a t i o n . 
• I f t h e fa i r va lue c a n n o t be d e t e r m i n e d d u r i n g t h e a l l o c a t i o n p e r i o d , t h e p r e a c q u i s i t i o n 
c o n t i n g e n c y shal l be i n c l u d e d in t h e a l l o c a t i o n o f t h e purchase pr ice based o n an 
a m o u n t d e t e r m i n e d u n d e r t h e f o l l o w i n g c r i t e r i a : 
o I n f o r m a t i o n p r i o r t o t h e e n d o f t h e a l l o c a t i o n p e r i o d ind icates t h a t i t is p r o b a b l e t h a t 
an asset e x i s t e d , a l i a b i l i t y had been i n c u r r e d , o r an asset had been i m p a i r e d a t t h e 
c o n s u m m a t i o n o f t h e business c o m b i n a t i o n . 
o T h e a m o u n t o f t h e asset o r l i a b i l i t y can be reasonably e s t i m a t e d . 
o G u i d a n c e is p r o v i d e d b y F A S B S t a t e m e n t N o . 5 , and re la ted F A S B S t a t e m e n t N o . 14 , 
Reasonable Estimation of the Amount of a Loss. 
— A f t e r t h e e n d o f t h e a l l o c a t i o n p e r i o d , an a d j u s t m e n t t h a t resul ts f r o m a p r e a c q u i s i t i o n 
c o n t i n g e n c y o t h e r t h a n a loss c a r r y f o r w a r d shall be i nc luded in t h e d e t e r m i n a t i o n o f net 
i n c o m e in t h e p e r i o d in w h i c h t h e a d j u s t m e n t is d e t e r m i n e d . 
— E f f e c t i v e f o r p r e a c q u i s i t i o n c o n t i n g e n c i e s assumed in business c o m b i n a t i o n s i n i t i a t e d a f t e r 
D e c e m b e r 1 5 , 1 9 8 0 . 
• A p p l i c a t i o n t o p r e a c q u i s i t i o n con t i ngenc ies assumed in business c o m b i n a t i o n s i n i t i a t e d 
p r i o r t o D e c e m b e r 1 6 , 1 9 8 0 is encouraged b u t n o t r e q u i r e d . 
o Specia l p rov i s ions a p p l y t o ear ly a p p l i c a t i o n s . 
• I f t h e p r o v i s i o n s o f t h i s S t a t e m e n t are n o t app l i ed t o al l unreso lved p r e a c q u i s i t i o n 
con t ingenc ies as p e r m i t t e d , t h e n special d isc losures are requ i red f o r reso lu t i ons a f te r 
D e c e m b e r 1 5 , 1 9 8 0 t h a t resul t f r o m p r e a c q u i s i t i o n con t ingenc ies n o t a c c o u n t e d f o r as 
r e c o m m e n d e d b y th i s S t a t e m e n t . 
N o . 3 9 — Financial Reporting and Changing Prices: Specialized Assets — Mining and Oil and 
Gas, a s u p p l e m e n t t o F A S B S t a t e m e n t N o . 3 3 ( O c t o b e r 1980) 
— S u p p l e m e n t s F A S B S t a t e m e n t N o . 3 3 , Financial Reporting and Changing Prices, b y requ i r -
ing m e a s u r e m e n t o f m i n e r a l resource assets a n d re la ted expenses at c u r r e n t cost o r l ower 
recoverab le a m o u n t . 
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— M i n e r a l resource assets are assets t h a t are d i r e c t l y associated w i t h a n d der ive va lue f r o m al l 
m inera ls e x t r a c t e d f r o m t h e e a r t h a n d i n c l u d e : 
• M i n e r a l in terests in p r o p e r t i e s . 
• C o m p l e t e d a n d u n c o m p l e t e d w e l l s . 
• Re la ted e q u i p m e n t a n d fac i l i t i es a n d o t h e r fac i l i t i es r e q u i r e d f o r purposes o f e x t r a c t i o n . 
• E x c l u d e s s u p p o r t e q u i p m e n t w h i c h is i n c l u d e d in p r o p e r t y , p l a n t a n d e q u i p m e n t sub jec t 
t o F A S B S t a t e m e n t N o . 3 3 . 
— De f ines p r o v e d a n d p r o b a b l e m i n e r a l reserves in e x t r a c t i v e indus t r ies o t h e r t h a n o i l a n d 
gas. 
— T h e r e q u i r e m e n t s o f t h i s S t a t e m e n t a p p l y t o enterpr ises i d e n t i f i e d in S t a t e m e n t N o . 3 3 , 
and a p p l y in t h e m a n n e r spec i f ied in S t a t e m e n t N o . 3 3 . 
• D isc losure is r e q u i r e d o f t h e p r i n c i p a l t y p e s o f i n f o r m a t i o n used t o measure c u r r e n t cost 
o f m i n e r a l resource assets. 
— A n en te rp r i se shal l measure t h e c u r r e n t cost o r l ower recoverab le a m o u n t o f m ine ra l re-
source assets a n d re la ted d e p r e c i a t i o n , d e p l e t i o n and a m o r t i z a t i o n expense in c o m p u t a t i o n 
o f t h e f o l l o w i n g : 
• I n c o m e f r o m c o n t i n u i n g o p e r a t i o n s o n a c u r r e n t cost basis. 
• T h e c u r r e n t cos t a m o u n t s o f i n v e n t o r y a n d p r o p e r t y , p l a n t and e q u i p m e n t . 
• Increases o r decreases in t h e c u r r e n t cost a m o u n t s o f i n v e n t o r y a n d p r o p e r t y , p l a n t and 
e q u i p m e n t net o f i n f l a t i o n . 
• C u r r e n t cos t i n f o r m a t i o n in t h e f i ve year s u m m a r y . 
— T h e c u r r e n t cos t o f m i n e r a l resource assets m a y be d e t e r m i n e d b y : 
• C u r r e n t m a r k e t b u y i n g pr ices . 
• C u r r e n t cos t f u n d i n g . 
o N o genera l l y accep ted a p p r o a c h ex is ts f o r t h i s m e a s u r e m e n t . 
o O n e a p p r o a c h is s i m p l y t o ad jus t h i s to r i ca l cost b y an index o f t h e changes in spec i f i c 
pr ices o f t h e i n p u t s c o n c e r n e d . 
o T h e r e q u i r e m e n t s are f l e x i b l e as t o a p p r o a c h , w h i c h m a y i n c l u d e : 
• Spec i f i c p r i ce ind ices. 
• D i r e c t i n f o r m a t i o n o r m a r k e t b u y i n g pr ices. 
• O t h e r s ta t i s t i ca l ev idence o f t h e cost o f a c q u i s i t i o n s . 
— Q u a n t i t y a n d p r i ce i n f o r m a t i o n is r e q u i r e d f o r minera ls o t h e r t h a n o i l a n d gas f o r t h e 
f o l l o w i n g : 
• Proved o r p r o v e d a n d p r o b a b l e m i n e r a l reserves a t t h e e n d o f t h e year o r t h e m o s t recent 
d a t e . 
• M inera ls t h a t are recoverab le . 
• M i n e r a l s , b y k i n d s , p r o d u c e d d u r i n g t h e year . 
• M i n e r a l reserves purchased o r so ld in p lace. 
— F o r each s i g n i f i c a n t m i n e r a l p r o d u c t , t h e average m a r k e t p r i ce or i n te rna l t rans fe rs , o r t h e 
e q u i v a l e n t m a r k e t p r i ce p r i o r t o use in m a n u f a c t u r i n g m u s t be g iven . 
— Specia l ru les a p p l y t o c o n s o l i d a t e d f i n a n c i a l s ta temen ts a n d inves tmen ts a c c o u n t e d f o r b y 
t h e e q u i t y m e t h o d . 
— T h e B o a r d has dec ided n o t t o r e q u i r e t h e d isc losure o f a n y n e w i n f o r m a t i o n , apar t f r o m 
i n f o r m a t i o n o n a c u r r e n t cos t basis, f r o m t h e o i l a n d gas i n d u s t r y u n t i l f u r t h e r s t u d y o f al l 
t h e present r e q u i r e m e n t s . 
— E f f e c t i v e f o r f isca l years ended o n o r a f t e r D e c e m b e r 2 5 , 1 9 8 0 . 
• D isc losure f o r f iscal years ended b e f o r e D e c e m b e r 2 5 , 1 9 8 0 is encouraged b u t n o t 
r e q u i r e d . 
• A n en te rp r i se f i r s t r e q u i r e d t o a p p l y t h i s S t a t e m e n t f o r f iscal years ended on or a f te r 
D e c e m b e r 2 5 , 1981 is n o t r e q u i r e d t o d isc lose t h e i n f o r m a t i o n f o r ear l ier years. 
N o . 4 0 — Financial Reporting and Changing Prices: Specialized Assets — Timberlands and 
Growing Timber, a s u p p l e m e n t t o F A S B S t a t e m e n t N o . 3 3 ( N o v e m b e r 1980) 
— E x t e n d s t h e i n t e r i m p rov is ions o f F A S B S t a t e m e n t N o . 3 3 , Financial Reporting and 
Changing Prices, f o r t h e m e a s u r e m e n t o f t i m b e r l a n d s a n d g r o w i n g t i m b e r , r e q u i r i n g enter -
prises t h a t p resent i n f o r m a t i o n o n a c u r r e n t cos t basis t o c o m b i n e measures o f t i m b e r l a n d s , 
g r o w i n g t i m b e r , a n d re la ted expenses a t e i t he r h i s to r i ca l c o s t / c o n s t a n t d o l l a r a m o u n t s o r 
a t c u r r e n t cos t a m o u n t s w i t h c u r r e n t cost measures o f o t h e r assets a n d expenses. 
• Prov ides greater f l e x i b i l i t y in m e a s u r e m e n t because c u r r e n t cost is a b r o a d e r measure 
t h a n h i s to r i ca l cos t ad jus ted b y a spec i f i c p r i ce i n d e x . 
• A n en te rp r i se needs t o present i n f o r m a t i o n o n a c u r r e n t cost basis o n l y i f i t has s ign i f i -
can t h o l d i n g s o f i n v e n t o r y , p r o p e r t y , p l a n t , a n d e q u i p m e n t apa r t f r o m t i m b e r l a n d s a n d 
g r o w i n g t i m b e r . 
• T h e a p p l i c a b i l i t y o f t h e i n t e r i m p rov i s ions shal l c o n t i n u e i n d e f i n i t e l y u n t i l a m e n d e d . 
— P resen ta t i on o f i n f o r m a t i o n o n t i m b e r l a n d s , g r o w i n g t i m b e r , and t i m b e r he ld u n d e r c u t t i n g 
c o n t r a c t s a n d re la ted expenses f o r years e n d i n g o n o r a f t e r D e c e m b e r 2 5 , 1 9 8 0 m a y be 
made a t e i t h e r t h e i r h i s to r i ca l c o s t / c o n s t a n t d o l l a r a m o u n t s o r at c u r r e n t cost o r l ower 
recoverab le a m o u n t s . 
• Es t imates o f c u r r e n t cos t a r r ived a t b y a d j u s t i n g h is to r i ca l cost f o r t h e changes in spec i f i c 
pr ices m a y be c o m p u t e d o n e i t h e r o f t h e f o l l o w i n g bases: 
o Costs as cap i ta l i zed in t h e p r i m a r y f i n a n c i a l s ta temen ts . 
o A l l costs t h a t are d i r e c t l y re la ted t o r e f o r e s t a t i o n and fo res t m a n a g e m e n t , such as 
p l a n t i n g , f e r t i l i z a t i o n , f i r e p r o t e c t i o n , a n d p r o p e r t y taxes , w h e t h e r o r n o t those costs 
are cap i ta l i zed in t h e p r i m a r y f i n a n c i a l s t a t e m e n t s . 
— E f f e c t i v e f o r f iscal years e n d e d o n o r a f t e r D e c e m b e r 2 5 , 1 9 8 0 . 
N o . 4 1 — Financial Reporting and Changing Prices: Specialized Assets — Income Producing 
Real Estate, a s u p p l e m e n t t o F A S B S t a t e m e n t N o . 3 3 ( N o v e m b e r 1980) 
— E x t e n d s t h e i n t e r i m p rov i s ions o f F A S B S t a t e m e n t N o . 3 3 , Financial Reporting and 
Changing Prices, f o r t h e m e a s u r e m e n t o f i n c o m e - p r o d u c i n g real es ta te ; requ i res enterpr ises 
t h a t p resent i n f o r m a t i o n o n a c u r r e n t cos t basis t o c o m b i n e measures o f i n c o m e p r o d u c i n g 
real estate a n d re la ted expenses a t e i t h e r h i s to r i ca l c o s t / c o n s t a n t d o l l a r a m o u n t s o r a t cur -
r e n t cos t a m o u n t s w i t h c u r r e n t cost measures o f o t h e r assets a n d expenses. 
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• A n en te rp r i se needs t o present i n f o r m a t i o n o n a c u r r e n t cost basis o n l y i f i t has s ign i f i -
can t ho ld ings o f i n v e n t o r y , p r o p e r t y , p l a n t , a n d e q u i p m e n t apar t f r o m i n c o m e - p r o d u c i n g 
real estate a n d c e r t a i n o t h e r spec ia l ized assets. 
• N o t i m e l i m i t is set o n t h e a p p l i c a b i l i t y o f t h e i n t e r i m p rov i s ions . 
— I n c o m e - p r o d u c i n g real estate c o m p r i s e s p r o p e r t i e s t h a t mee t al l o f t h e f o l l o w i n g c r i t e r i a : 
• Cash f l o w s can be d i r e c t l y associated w i t h l o n g - t e r m leasing agreements w i t h u n a f f i l i a t e d 
par t ies . 
• T h e p r o p e r t y is be ing o p e r a t e d . 
• F u t u r e cash f l o w s are reasonab ly e s t i m a t a b l e . 
• A n c i l l a r y services are n o t a s i g n i f i c a n t p a r t o f t h e lease ag reemen t . 
— I f an en te rp r i se presents i n f o r m a t i o n o n a c u r r e n t cost basis f o r a f iscal year ended o n o r 
a f t e r D e c e m b e r 2 5 , 1 9 8 0 , i t shal l measure i n c o m e - p r o d u c i n g real estate a n d re la ted 
expenses a t e i t he r t h e i r h i s to r i ca l c o s t / c o n s t a n t d o l l a r a m o u n t s o r a t c u r r e n t cost o r l o w e r 
recoverab le a m o u n t s . 
— E f f e c t i v e f o r f iscal years ended o n o r a f t e r D e c e m b e r 2 5 , 1 9 8 0 . 
N o . 4 2 — Determining Materiality for Capitalization of Interest Cost, a n a m e n d m e n t o f F A S B 
S t a t e m e n t N o . 3 4 ( N o v e m b e r 1980) 
— A m e n d s F A S B S t a t e m e n t N o . 3 4 , Capitalization of Interest Cost, b y de le t i ng t h e p o r t i o n 
o f paragraph 8 o f S t a t e m e n t N o . 3 4 t h a t states t h a t c a p i t a l i z a t i o n is n o t requ i red u n d e r 
c i r cums tances w h e r e t h e b e n e f i t m a y be less t h a n t h e cos t because t h e e f f e c t o f in terest 
c a p i t a l i z a t i o n a n d i ts subsequen t a m o r t i z a t i o n o r o t h e r d i s p o s i t i o n , c o m p a r e d w i t h t h e 
e f f e c t o f charg ing i t t o expense w h e n i n c u r r e d , w o u l d n o t be m a t e r i a l . 
• T h e c o s t / b e n e f i t c o n s i d e r a t i o n s f o r c a p i t a l i z a t i o n o f in teres t cost are l i m i t e d t o those 
s i t u a t i o n s descr ibed in paragraph 10 o f S t a t e m e n t N o . 3 4 . 
— Permi ts t h e use o f " t h r e s h o l d l eve ls " o f c a p i t a l i z a t i o n , p r o v i d e d : 
• T h e t h r e s h o l d level is cons i s ten t w i t h t h e enterpr ise 's c a p i t a l i z a t i o n p o l i c y o n assets. 
• I t ems t o w h i c h t h e t h r e s h o l d level is app l i ed are n o t ma te r ia l e i t he r as un i t s o r in t h e 
aggregate. 
— E f f e c t i v e f o r f iscal years b e g i n n i n g a f t e r D e c e m b e r 1 5 , 1 9 7 9 . 
• T h e p rov i s ions o f t h e S t a t e m e n t w o u l d be app l i ed a t t h e same t i m e as t h e p rov is ions o f 
S t a t e m e n t N o . 3 4 are f i r s t a p p l i e d . 
• En te rp r ises t h a t have a l r e a d y a d o p t e d t h e p rov is ions o f S t a t e m e n t N o . 3 4 m a y , b u t are 
n o t r e q u i r e d t o , restate t h e i r f i nanc i a l s t a t e m e n t s f o r the year o f i n i t i a l a d o p t i o n t o re-
f l e c t t h e p rov is ions o f t h i s S t a t e m e n t . 
N o . 4 3 — Accounting for Compensated Absences ( N o v e m b e r 1980) 
— Establ ishes s tandards o f a c c o u n t i n g f o r e m p l o y e e absences such as vaca t ions , i l lness, and 
h o l i d a y s , f o r w h i c h i t is e x p e c t e d t h a t e m p l o y e e s w i l l be pa id ( re fe r red t o as c o m p e n s a t e d 
absences). 
• T h e S t a t e m e n t does n o t a p p l y t o t h e f o l l o w i n g : 
o Severance o r t e r m i n a t i o n p a y . 
o Post r e t i r e m e n t b e n e f i t s . 
o D e f e r r e d c o m p e n s a t i o n . 
o S t o c k o r s t o c k o p t i o n s issued t o e m p l o y e e s . 
o G r o u p insurance o r l o n g - t e r m d i s a b i l i t y p a y . 
o S ta te a n d local g o v e r n m e n t a l u n i t s . 
• A p p l i e s t o regu la ted enterpr ises in acco rdance w i t h t h e p rov is ions o f t h e A d d e n d u m t o 
A P B O p i n i o n N o . 2 , Accounting for the "Investment Credit". 
Requ i res t h a t an e m p l o y e r shal l accrue a l i a b i l i t y f o r e m p l o y e e s ' c o m p e n s a t i o n f o r f u t u r e 
absences i f a l l o f t h e f o l l o w i n g c o n d i t i o n s are m e t : 
• T h e e m p l o y e r ' s o b l i g a t i o n is a t t r i b u t a b l e t o e m p l o y e e s ' services a l ready rendered . 
• T h e o b l i g a t i o n relates t o r igh ts t h a t vest o r a c c u m u l a t e . 
o V e s t e d r i gh ts are t h o s e f o r w h i c h an e m p l o y e r has an o b l i g a t i o n t o m a k e p a y m e n t 
even i f a n e m p l o y e e t e r m i n a t e s e m p l o y m e n t . 
o A c c u m u l a t e d r igh ts are those earned b u t unused r igh ts t o c o m p e n s a t e d absences t h a t 
m a y be ca r r ied f o r w a r d t o one o r m o r e per iods subsequent t o t h a t in w h i c h i t is 
ea rned . 
• P a y m e n t o f t h e c o m p e n s a t i o n is p r o b a b l e . 
• T h e a m o u n t can be reasonab ly e s t i m a t e d . 
• D isc losure is requ i red i f a l i a b i l i t y o t h e r w i s e requ i red is n o t accrued so le ly because t h e 
a m o u n t c a n n o t be reasonab ly e s t i m a t e d . 
A n e m p l o y e r is n o t r e q u i r e d t o accrue a l i a b i l i t y f o r nonves t ing a c c u m u l a t i n g r igh ts t o re-
ceive s ick p a y bene f i t s . 
• T h e S t a t e m e n t , h o w e v e r , does n o t p r o h i b i t such an accrual p r o v i d i n g t h e c r i te r ia f o r 
accrua l are m e t . 
E f f e c t i v e f o r f isca l years b e g i n n i n g a f t e r D e c e m b e r 1 5 , 1 9 8 0 . 
• Ear l ie r a p p l i c a t i o n is e n c o u r a g e d . 
• T h e p r o v i s i o n s o f t h e S t a t e m e n t shal l be a p p l i e d r e t r o a c t i v e l y . 
• In t h e year t h e S t a t e m e n t is f i r s t a p p l i e d , d isc losure shall be made o f a n y res ta temen t 
a n d i ts e f f e c t o n i n c o m e b e f o r e e x t r a o r d i n a r y i t ems , net i n c o m e , a n d re la ted per share 
a m o u n t s f o r each year res ta ted . 
• I f r e t r o a c t i v e r e s t a t e m e n t o f al l years presented is n o t p rac t i cab le , t h e c u m u l a t i v e e f f e c t 
o f a p p l y i n g t h e S t a t e m e n t shal l be i n c l u d e d in d e t e r m i n i n g net i n c o m e o f t h e earl iest 
year res ta ted . 
• I f i t is n o t p r a c t i c a b l e t o restate a n y p r i o r year , t h e c u m u l a t i v e e f f e c t shal l be i n c l u d e d 
in ne t i n c o m e in t h e year in w h i c h t h e S t a t e m e n t is f i r s t a p p l i e d . 
Page 50 
Page 51 
N o . 4 4 — Accounting For Intangible Assets of Motor Carriers, an a m e n d m e n t o f C h a p t e r 5 o f 
A R B 4 3 a n d an i n t e r p r e t a t i o n o f A P B O p i n i o n Nos. 17 and 3 0 ( D e c e m b e r 1980) 
— C la r i f i es t h e a c c o u n t i n g f o r ce r ta in i n t a n g i b l e assets o f m o t o r carr iers a f f e c t e d b y t h e 
M o t o r Car r ie r A c t o f 1 9 8 0 ( T h e A c t ) . 
• I f n o t separate ly a l l oca ted in t h e past , t h e costs o f i n t a n g i b l e assets shall n o w be assigned 
t o : 
o O p e r a t i n g r igh ts 
o O t h e r i d e n t i f i a b l e i n tang ib le assets 
o G o o d w i l l 
— F o r purposes o f i d e n t i f y i n g a n d assigning costs t o t h e th ree categor ies , t h e c r i t e r i a t o be 
a p p l i e d are t h o s e in paragraph 8 8 o f A P B O p i n i o n N o . 1 6 , Business Combinations, and 
paragraphs 2 4 - 2 6 o f O p i n i o n N o . 1 7 , Intangible Assets, based o n t h e c i r cums tances ex is t ing 
w h e n t h e assets w e r e a c q u i r e d . 
• Costs assigned t o i d e n t i f i a b l e in tang ib les shal l n o t re f l ec t costs o f d e v e l o p i n g , m a i n t a i n -
i n g , o r res to r ing those in tang ib les a f t e r t h e y were a c q u i r e d . 
• I f i d e n t i f i c a t i o n a n d ass ignment o f costs o f in tang ib les is i m p r a c t i c a b l e , t h e n t h e m o t o r 
car r ie r shal l p resume t h a t al l o f those costs re late t o in te rs ta te o p e r a t i n g r igh ts . 
— U n a m o r t i z e d costs o f in te rs ta te o p e r a t i n g r igh ts shall be charged t o i n c o m e a n d , i f m a t e r i a l , 
r e p o r t e d as an e x t r a o r d i n a r y i t e m in acco rdance w i t h paragraph 11 o f A P B O p i n i o n N o . 
3 0 , Reporting the Results of Operations. 
• A f t e r t h i s S t a t e m e n t is f i r s t a p p l i e d , a n y r e m a i n i n g costs o f in tang ib les t h a t are sub-
s e q u e n t l y charged t o i n c o m e f o r reasons a t t r i b u t a b l e t o t h e A c t shal l n o t be r e p o r t e d 
as an e x t r a o r d i n a r y i t e m . 
• T a x b e n e f i t s , i f a n y , re la t ing t o t h e costs o f in te rs ta te o p e r a t i n g r igh ts charged t o i n c o m e 
shal l be r e p o r t e d in acco rdance w i t h t h e p rov is ions o f A P B O p i n i o n N o . 1 1 , Accounting 
for Income Taxes, and paragraph 2 5 o f A P B O p i n i o n N o . 3 0 . 
• T h e cos t o f in t ras ta te o p e r a t i n g r igh ts shal l be a c c o u n t e d f o r in a c c o r d a n c e w i t h t h e p r o -
v is ions o f t h i s S t a t e m e n t i f a s ta te deregula tes m o t o r carr iers w i t h e f fec ts s im i la r t o 
those o f t h e A c t . 
— E f f e c t i v e o n D e c e m b e r 1 9 , 1 9 8 0 f o r f i n a n c i a l s ta temen ts f o r f iscal pe r iods e n d i n g a f te r 
D e c e m b e r 1 5 , 1 9 8 0 . 
• Ear l ie r a p p l i c a t i o n is e n c o u r a g e d . 
• T h i s S t a t e m e n t shall n o t be a p p l i e d r e t r o a c t i v e l y . 
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N o . 1 — Accounting Changes Related to the Cost of Inventory, an interpretation of APB 
O p i n i o n N o . 2 0 (June 1 9 7 4 ) 
— A change in c o m p o s i t i o n o f t h e e lements o f costs i n c l u d e d in i n v e n t o r y is an a c c o u n t i n g 
change a n d a c o m p a n y m a k i n g such a change s h o u l d c o n f o r m w i t h A P B O p i n i o n N o . 2 0 , 
i n c l u d i n g j u s t i f y i n g t h e change as t o p r e f e r a b i l i t y d e t e r m i n e d o n t h e basis o f w h e t h e r t h e 
n e w p r i n c i p l e c o n s t i t u t e s an i m p r o v e m e n t in f i n a n c i a l r e p o r t i n g and n o t o n t h e basis o f 
i n c o m e t a x e f f e c t a lone . 
— E f f e c t i v e J u l y 1 , 1 9 7 4 . 
N o . 2 — Imputing Interest on Debt Arrangements Made Under the Federal Bankruptcy Act, 
an i n t e r p r e t a t i o n o f A B P O p i n i o n N o . 21 (June 1 9 7 4 ) (Superseded b y F A S B S t a t e m e n t N o . 15 , 
Accounting by Debtors and Creditors for Troubled Debt Restructurings — June 1977) 
N o . 3 — Accounting for the Cost of Pension Plans Subject to the Employee Retirement Income 
Security Act of 1974, an i n t e r p r e t a t i o n o f A P B O p i n i o n N o . 8 ( D e c e m b e r 1974) 
— N o change in t h e m i n i m u m or m a x i m u m l i m i t s f o r t h e annua l p r o v i s i o n f o r pens ion costs 
set f o r t h in A P B O p i n i o n N o . 8 is r e q u i r e d as a resu l t o f t h e A c t , a l t h o u g h t h e ac tua l 
a m o u n t charged m a y be changed . 
— A n y s ign i f i can t es t ima ted e f f e c t o n t h e f u t u r e a m o u n t o f an enterpr ise 's p e r i o d i c p r o v i s i o n 
f o r pens ion expense, p e r i o d i c f u n d i n g o f pens ion costs , o r u n f u n d e d vested bene f i t s shal l 
be d isc losed in t h e no tes . 
— A t present t h e Boa rd does n o t bel ieve t h e A c t creates a legal o b l i g a t i o n f o r u n f u n d e d pen-
s ion costs t h a t w a r r a n t s a c c o u n t i n g r e c o g n i t i o n o f a l i a b i l i t y p u r s u a n t t o A P B O p i n i o n N o . 
8 , unless a p lan is t e r m i n a t e d . 
— E f f e c t i v e D e c e m b e r 3 1 , 1 9 7 4 . 
N o . 4 — Applicability of FASB Statement No. 2 to Business Combinations Accounted for by 
the Purchase Method, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 2 ( F e b r u a r y 1975) 
— F A S B S t a t e m e n t N o . 2 speci f ies t h a t research a n d d e v e l o p m e n t costs be expensed . In ter -
p r e t a t i o n N o . 4 c lar i f ies t h e a c c o u n t i n g t r e a t m e n t t o be g iven w h e n research a n d deve lop-
m e n t is a c q u i r e d t h r o u g h a purchase business c o m b i n a t i o n . 
• T h e fa i r va lue o f t h e research and d e v e l o p m e n t o f t h e a c q u i r e d en terpr ise mus t be deter -
m i n e d a n d su i tab le a l l o c a t i o n o f t h e purchase pr ice made . 
o T h o s e costs a l l oca ted t o research and d e v e l o p m e n t t h a t are t o be used b y t h e a c q u i r i n g 
c o m p a n y f o r research a n d d e v e l o p m e n t purposes (as d e f i n e d in F A S B S t a t e m e n t N o . 
2) m u s t t h e n be w r i t t e n o f f t o i n c o m e . 
o Those costs a l l oca ted t o research a n d d e v e l o p m e n t w h i c h w i l l n o t be used b y t h e ac-
q u i r i n g c o m p a n y f o r research and d e v e l o p m e n t purposes , o r w h i c h have a l te rna t i ve 
f u t u r e use, m a y r e m a i n cap i ta l i zed a n d be a m o r t i z e d over a su i tab le p e r i o d . 
o Costs i n c u r r e d u n d e r a c o n t r a c t t o resell are n o t sub jec t t o F A S B S t a t e m e n t N o . 2 . 
• A d e q u a t e d isc losure o f research and d e v e l o p m e n t costs a c q u i r e d t h r o u g h a purchase 
business c o m b i n a t i o n m u s t be g iven . 
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— E f f e c t i v e f o r c o m b i n a t i o n s i n i t i a t e d a f t e r M a r c h 1 , 1 9 7 5 . A p p l i c a t i o n t o c o m b i n a t i o n s in i -
t i a t e d p r i o r t o A p r i l 1 , 1 9 7 5 a n d c o n s u m m a t e d a f t e r M a r c h 1 , 1 9 7 5 is encouraged b u t n o t 
r e q u i r e d . R e t r o a c t i v e a p p l i c a t i o n is n o t r e q u i r e d . 
N o . 5 — Applicability of FASB Statement No. 2 to Development Stage Enterprises, an in ter -
p r e t a t i o n o f F A S B S t a t e m e n t N o . 2 ( F e b r u a r y 1 9 7 5 ) (Superseded b y F A S B S t a t e m e n t N o . 7, 
Accounting and Reporting by Development Stage Enterprises — June 1 9 7 5 ) 
N o . 6 — Applicability of FASB Statement No. 2 to Computer Software, an i n t e r p r e t a t i o n o f 
F A S B S t a t e m e n t N o . 2 ( F e b r u a r y 1 9 7 5 ) 
— F A S B S t a t e m e n t N o . 2 speci f ies t h a t costs o f ce r ta in c o m p u t e r s o f t w a r e p r o g r a m s a n d 
p rocedures are research and d e v e l o p m e n t costs. I n t e r p r e t a t i o n N o . 6 p rov ides gu ide l ines 
f o r d e t e r m i n i n g w h i c h c o m p u t e r costs are research and d e v e l o p m e n t costs p u r s u a n t t o 
F A S B S t a t e m e n t N o . 2 a n d , t h e r e f o r e , m u s t be expensed as i n c u r r e d . 
• Costs i n c u r r e d t o purchase o r lease c o m p u t e r s o f t w a r e deve loped b y o t h e r s are research 
a n d d e v e l o p m e n t costs i f t h e s o f t w a r e is t o be used in research and d e v e l o p m e n t ac t i v i t ies 
o f t h e a c q u i r i n g en te rp r i se , and t h e r e f o r e , t h e y m u s t be expensed as i n c u r r e d . 
• Costs i n c u r r e d in development o f s o f t w a r e are research and d e v e l o p m e n t costs i f t h e 
s o f t w a r e is used f o r deve lop ing o r s i g n i f i c a n t l y i m p r o v i n g a p r o d u c t o r process ( i n c l u d i n g 
t h e s o f t w a r e package) t h a t is i n t e n d e d t o be s o l d , leased o r o t h e r w i s e m a r k e t e d , and 
t h e r e f o r e , t h e y m u s t be expensed as i n c u r r e d . 
NOTE: F A S B S t a t e m e n t N o . 2 does not specify any accounting f o r costs t h a t are 
d e e m e d n o t t o be research and d e v e l o p m e n t . A c c o u n t i n g f o r all such costs m u s t , t he re -
f o r e , be in acco rdance w i t h o t h e r a u t h o r i t a t i v e l i t e ra tu re a n d G A A P . It f o l l o w s t h a t 
each o f t hose costs may or may not be c a p i t a l i z e d . F o r e x a m p l e , c o m p u t e r s o f t w a r e 
costs t h a t are d e e m e d t o be general and a d m i n i s t r a t i v e costs w o u l d be expensed as 
i n c u r r e d . 
— E f f e c t i v e f o r f iscal years beg inn ing o n o r a f t e r A p r i l 1 , 1 9 7 5 a l t h o u g h ear l ier a p p l i c a t i o n is 
e n c o u r a g e d . 
N o . 7 — Applying FASB Statement No. 7 in Financial Statements of Established Operating 
Enterprises, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 7 ( O c t o b e r 1975) 
— E x p l a i n s t h e a p p l i c a b i l i t y o f F A S B S t a t e m e n t N o . 7 t o an establ ished o p e r a t i n g en ter -
pr ise's f i n a n c i a l s t a t e m e n t s t h a t i n c l u d e t h e f i nanc i a l s ta temen ts o f a d e v e l o p m e n t stage 
subs id ia ry o r o t h e r investee. 
— F A S B S t a t e m e n t N o . 7 does n o t address and does n o t a l te r G A A P f o r t h e p r e p a r a t i o n o f 
c o n s o l i d a t e d f i n a n c i a l s ta temen ts . T h e r e f o r e , t h e S t a t e m e n t does n o t address t h e q u e s t i o n 
o f w h e t h e r a change in p r i n c i p l e a d o p t e d in t h e separate s t a t e m e n t s o f a d e v e l o p m e n t 
stage subs id ia ry t o c o n f o r m t o F A S B S t a t e m e n t N o . 7 m u s t be re f lec ted in t h e c o n s o l i d a t e d 
s ta temen ts . 
— C a p i t a l i z a t i o n o r de fe r ra l o f costs shal l be sub jec t t o t h e same assessment o f r e c o v e r a b i l i t y 
a c c o r d i n g t o F A S B S t a t e m e n t N o . 7 . T h i s does n o t requ i re t h a t t h e resul ts o f t h e assess-
m e n t m u s t necessar i ly be t h e same. T h e S t a t e m e n t does n o t a f f e c t a n y accep ted p rac t i ce 
in c o n s o l i d a t i o n o f f i nanc i a l s t a t e m e n t s w h e r e t h e resul ts o f an assessment o f r e c o v e r a b i l i t y 
o f a cos t m a y be d i f f e r e n t (a) in t h e b r o a d e r c o n t e x t o f a c o n s o l i d a t e d en te rp r i se a n d (b) in 
t h e c o n t e x t o f a d e v e l o p m e n t stage subs id ia ry s t a n d i n g a lone . 
— E x c e p t in c i r cums tances descr ibed a b o v e , t h e e f f e c t o f a d e v e l o p m e n t stage subs id ia ry ' s 
change in a c c o u n t i n g p r i n c i p l e t o c o n f o r m its a c c o u n t i n g t o t h e r e q u i r e m e n t s o f F A S B 
S t a t e m e n t N o . 7 genera l l y w o u l d be re f l ec ted in t h e c o n s o l i d a t e d s t a t e m e n t s . 
— C o n s o l i d a t e d s t a t e m e n t s f o r pe r iods p r i o r t o t h e e f f e c t i v e da te o f S t a t e m e n t N o . 7 shall be 
restated b y p r i o r p e r i o d a d j u s t m e n t f o r such ma t te rs . 
— E f f e c t i v e f o r f iscal pe r iods b e g i n n i n g o n o r a f t e r J a n u a r y 1 , 1 9 7 6 , a l t h o u g h ear l ier a p p l i c a -
t i o n is e n c o u r a g e d . 
N o . 8 — Classification of a Short-Term Obligation Repaid Prior to Being Replaced by a Long-
Term Security, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 6 ( January 1 9 7 6 ) 
— F A S B S t a t e m e n t N o . 6 speci f ies t h a t a s h o r t - t e r m o b l i g a t i o n is t o be e x c l u d e d f r o m cur -
r e n t l iab i l i t ies o n l y i f t h e en te rp r i se in tends t o re f i nance i t o n a l o n g - t e r m basis a n d , b e f o r e 
t h e ba lance sheet is issued, e i t he r has re f i nanced i t o r has en te red i n t o a f i n a n c i n g agree-
m e n t t h a t p e r m i t s r e f i n a n c i n g o n a l o n g - t e r m basis. 
— T h i s I n t e r p r e t a t i o n ho lds t h a t , w h e r e a s h o r t - t e r m o b l i g a t i o n is repa id a f t e r t h e balance 
sheet da te a n d s u b s e q u e n t l y a l o n g - t e r m o b l i g a t i o n o r e q u i t y secur i t ies are issued w h o s e 
proceeds are used t o rep len ish c u r r e n t assets b e f o r e t h e balance sheet is issued, t h e s h o r t -
t e r m o b l i g a t i o n shal l n o t be e x c l u d e d f r o m c u r r e n t l iab i l i t ies at t h e balance sheet da te . 
— E f f e c t i v e o n F e b r u a r y 2 9 , 1 9 7 6 a n d app l ies t o ba lance sheets d a t e d o n o r a f t e r t h a t da te 
a n d t o re la ted s t a t e m e n t s o f changes in f i n a n c i a l p o s i t i o n . 
N o . 9 — Applying APB Opinions No. 16 and 17 When a Savings and Loan Association or a 
Similar Institution Is Acquired in a Business Combination Accounted for by the Purchase 
Method, an i n t e r p r e t a t i o n o f A P B O p i n i o n s Nos. 16 and 17 ( F e b r u a r y 1976) 
— A c q u i s i t i o n o f a savings a n d loan assoc ia t ion in a business c o m b i n a t i o n a c c o u n t e d f o r b y 
t h e purchase m e t h o d shal l be a c c o u n t e d f o r u n d e r the separate-valuation [ o f i n d i v i d u a l (or 
t y p e s o f ) assets a n d l iab i l i t i es ] m e t h o d f o l l o w i n g paragraphs 8 7 a n d 8 8 o f A P B O p i n i o n 
N o . 16 . 
— Use o f t h e net-spread m e t h o d ignores fa i r va lue o f i nd i v idua l (or t y p e s o f ) assets a n d 
l iab i l i t i es and is, t h e r e f o r e , i n a p p r o p r i a t e u n d e r A P B O p i n i o n N o . 1 6 . ( In t h e net-spread 
m e t h o d , t h e a c q u i s i t i o n o f a savings and loan assoc ia t ion is v i ewed as t h e a c q u i s i t i o n o f a 
leveraged w h o l e ra ther t h a n t h e a c q u i s i t i o n o f t h e separate assets a n d l iab i l i t ies a n d , the re -
f o r e , i ts mor tgage loan p o r t f o l i o and savings a c c o u n t s are b r o u g h t f o r w a r d a t t h e net 
c a r r y i n g a m o u n t s h o w n in t h e f i nanc i a l s t a t e m e n t s o f t h e a c q u i r e d assoc ia t ion . ) 
— T h e purchase p r i ce m a y i n c l u d e an a m o u n t f o r special savings and loan f a c t o r s (such as 
c a p a c i t y t o generate f u t u r e i n c o m e , n e w business, o r n a t u r e o f t e r r i t o r y ) . T h e a m o u n t 
pa id f o r separa te ly i d e n t i f i e d i n t a n g i b l e assets shall be reco rded as t h e cost o f t h e i n t a n -
g ib le a n d be a m o r t i z e d over its es t ima ted l i fe as spec i f ied in A P B O p i n i o n N o . 17 . 
— Permi ts a m o r t i z a t i o n o f g o o d w i l l o n o t h e r t h a n s t ra igh t - l i ne m e t h o d if g o o d w i l l inc ludes 
ce r ta in i n tang ib le f ac to rs a n d i f t h e bene f i t s t o be received f r o m t h e fac to rs dec l ine over 
t h e e x p e c t e d l i f e . 
— E f f e c t i v e f o r business c o m b i n a t i o n s i n i t i a t e d o n or a f t e r M a r c h 1 , 1 9 7 6 . A p p l i c a t i o n f o r 
c o m b i n a t i o n s i n i t i a t e d b e f o r e M a r c h 1 , 1 9 7 6 b u t c o n s u m m a t e d o n o r a f t e r t h a t da te is 
encouraged b u t n o t r e q u i r e d . 
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N o . 10 — Application of FASB Statement No. 12 to Personal Financial Statements, an in te r -
p r e t a t i o n o f F A S B S t a t e m e n t N o . 12 ( S e p t e m b e r 1 9 7 6 ) 
— Spec i f ies t h a t F A S B S t a t e m e n t N o . 12 app l ies t o personal f i nanc ia l s t a t e m e n t s o f i n d i v i d -
uals p repared in c o n f o r m i t y w i t h genera l l y accep ted a c c o u n t i n g p r inc ip les . 
— E f f e c t i v e f o r annua l a n d i n t e r i m per iods end ing a f t e r O c t o b e r 15 , 1 9 7 6 . E a r l y a p p l i c a t i o n 
is e n c o u r a g e d , b u t r e t r o a c t i v e a p p l i c a t i o n t o p r e v i o u s l y issued f inanc ia l s ta temen ts is n o t 
p e r m i t t e d . 
N o . 11 — Changes in Market Value After the Balance Sheet Date, an i n t e r p r e t a t i o n o f F A S B 
S t a t e m e n t N o . 12 ( S e p t e m b e r 1 9 7 6 ) 
— W h e n assessing w h e t h e r a dec l ine in m a r k e t va lue b e l o w cost is o t h e r t h a n t e m p o r a r y , 
i n f o r m a t i o n a b o u t a ga in or loss real ized o n subsequen t d i s p o s i t i o n and unrea l i zed gains 
and losses o c c u r r i n g a f t e r t h e balance sheet da te are t o be t a k e n i n t o c o n s i d e r a t i o n a long 
w i t h o t h e r f a c t o r s . I f t h e dec l ine is o t h e r t h a n t e m p o r a r y , t h e s e c u r i t y m u s t be w r i t t e n 
d o w n t o a n e w cost basis a n d t h e loss a c c o u n t e d f o r as rea l ized. T h e loss is n o t t o exceed 
t h e d i f f e r e n c e b e t w e e n t h e m a r k e t va lue at t h e ba lance sheet da te and t h e asset's cos t . 
— E f f e c t i v e f o r annua l a n d i n t e r i m per iods end ing a f t e r O c t o b e r 1 5 , 1 9 7 6 . E a r l y a p p l i c a t i o n 
is e n c o u r a g e d , b u t r e t r o a c t i v e a p p l i c a t i o n t o p r e v i o u s l y issued f inanc ia l s ta temen ts is n o t 
p e r m i t t e d . 
N o . 12 — Accounting for Previously Established Allowance Accounts, an i n t e r p r e t a t i o n o f 
F A S B S t a t e m e n t N o . 12 (Sep tember 1 9 7 6 ) 
— Requ i res t h e e l i m i n a t i o n o f t e m p o r a r y a l l o w a n c e a c c o u n t s f o r m a r k e t a b l e e q u i t y secur i t ies 
t h a t w e r e estab l ished p r i o r t o t h e e f f e c t i v e da te o f F A S B S t a t e m e n t N o . 12 a n d t h e estab-
l i s h m e n t o f a v a l u a t i o n a l l o w a n c e a c c o u n t in acco rdance w i t h t h e p rov is ions o f F A S B Sta te-
m e n t N o . 1 2 . A n y ba lance r e m a i n i n g in an ex i s t i ng a l l o w a n c e a c c o u n t shal l be e l i m i n a t e d 
b y a c r e d i t t o i n c o m e in t h e p e r i o d in w h i c h t h e I n t e r p r e t a t i o n is i n i t i a l l y a p p l i e d . 
— E f f e c t i v e f o r annua l a n d i n t e r i m per iods e n d i n g a f t e r O c t o b e r 1 5 , 1 9 7 6 . Ea r l y a p p l i c a t i o n 
is e n c o u r a g e d , b u t r e t r o a c t i v e a p p l i c a t i o n t o p r e v i o u s l y issued f i nanc ia l s ta temen ts is n o t 
p e r m i t t e d . 
N o . 13 — Consolidation of a Parent and Its Subsidiaries Having Different Balance Sheet Dates, 
an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 12 ( S e p t e m b e r 1 9 7 6 ) 
— Speci f ies t h e p rocedures t o be f o l l o w e d and t h e d isc losures r e q u i r e d f o r m a r k e t a b l e secu-
r i t ies r e p o r t e d in c o n s o l i d a t e d f i nanc ia l s ta temen ts t h a t i nc lude a pa ren t c o m p a n y and 
subsid iar ies w h o s e f iscal years are d i f f e r e n t f r o m t h a t o f t h e pa ren t . F o r e x a m p l e , t o c o m -
p u t e t h e a m o u n t o f a n y v a l u a t i o n a l l owance(s ) r e q u i r e d b y F A S B S t a t e m e n t N o . 12 , t h e 
aggregate cost a n d aggregate m a r k e t va lue o f t h e p o r t f o l i o ( s ) shall be d e t e r m i n e d f o r each 
subs id ia ry t h a t is c o n s o l i d a t e d as o f t h e da te o f each subs id ia ry ' s ba lance sheet. 
• T h o s e aggregates shal l t h e n be c o m b i n e d w i t h l i ke f igures o f t h e paren t d e t e r m i n e d as o f 
t h e paren t ' s ba lance sheet da te . T h i s p r i n c i p l e carr ies t h r o u g h t o o t h e r aspects o f F A S B 
S t a t e m e n t N o . 1 2 . 
— E f f e c t i v e f o r annua l a n d i n t e r i m per iods e n d i n g a f t e r O c t o b e r 1 5 , 1 9 7 6 . Ea r l y a p p l i c a t i o n 
is e n c o u r a g e d , b u t r e t r o a c t i v e a p p l i c a t i o n t o p r e v i o u s l y issued f i nanc ia l s ta temen ts is n o t 
p e r m i t t e d . 
N o . 14 — Reasonable Estimation of the Amount of a Loss, an i n t e r p r e t a t i o n o f F A S B 
S t a t e m e n t N o . 5 ( S e p t e m b e r 1 9 7 6 ) 
— S t i pu la tes t h a t , w h e n t h e f i r s t c o n d i t i o n o f paragraph 8 o f F A S B S t a t e m e n t N o . 5 is me t 
w i t h respect t o a p a r t i c u l a r loss c o n t i n g e n c y and t h e es t ima ted a m o u n t o f loss is a range o f 
a m o u n t s , t h e second c o n d i t i o n is also m e t a n d a loss shall be a c c r u e d . I f s o m e a m o u n t in 
t h e range is a b e t t e r es t ima te , t h a t a m o u n t s h o u l d be a c c r u e d . I f n o a m o u n t is a be t te r 
es t ima te o f t h e loss t h a n a n y o t h e r a m o u n t , t h e m i n i m u m a m o u n t in t h e range s h o u l d be 
a c c r u e d . D isc losure is r e q u i r e d o f t h e n a t u r e o f t h e c o n t i n g e n c y a n d t h e e x p o s u r e t o an 
a d d i t i o n a l a m o u n t o f loss o f u p t o t h e m a x i m u m o f t h e range. 
— E f f e c t i v e f o r annua l a n d i n t e r i m per iods beg inn ing a f te r O c t o b e r 1 5 , 1 9 7 6 . Ear l ie r a p p l i -
c a t i o n is e n c o u r a g e d . A n accrua l o f a loss c o n t i n g e n c y o r an a d j u s t m e n t o f an establ ished 
accrua l f o r a loss c o n t i n g e n c y resu l t ing f r o m th is I n t e r p r e t a t i o n shal l be a c c o u n t e d f o r as 
a change in es t ima te in acco rdance w i t h t h e r e q u i r e m e n t s o f paragraph 31 o f A P B 
O p i n i o n N o . 2 0 . T h e I n t e r p r e t a t i o n is n o t t o be a p p l i e d r e t r o a c t i v e l y t o p r e v i o u s l y issued 
f i nanc ia l s t a t e m e n t s . 
N o . 15 — Translation of Unamortized Policy Acquisition Costs by a Stock Life Insurance 
Company, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 8 (Sep tember 1 9 7 6 ) 
— Spec i f ies t h a t u n a m o r t i z e d p o l i c y a c q u i s i t i o n costs o f a s tock l i fe insurance c o m p a n y are 
t o be t rans la ted a t h i s to r i ca l rates. 
— C o m p u t a t i o n o f a reserve d e f i c i e n c y shal l be made in do l la rs a f t e r t r a n s l a t i o n o f t h e u n -
a m o r t i z e d p o l i c y a c q u i s i t i o n costs a t h i s to r i ca l rates a n d t h e l i a b i l i t y f o r f u t u r e p o l i c y 
bene f i t s a t t h e c u r r e n t ra te . T h e c o m p u t a t i o n m a y requ i re a d j u s t m e n t o f a reserve d e f i -
c i e n c y c o m p u t e d b y t h e f o r e i g n subs id ia ry . 
— E f f e c t i v e f o r al l u n a m o r t i z e d p o l i c y a c q u i s i t i o n costs r e p o r t e d in f i nanc ia l s t a t e m e n t s 
f o r annua l a n d i n t e r i m per iods e n d i n g a f t e r D e c e m b e r 1 5 , 1 9 7 6 , e x c e p t t h a t i t shal l n o t 
be a p p l i e d p r i o r t o i n i t i a l a p p l i c a t i o n o f F A S B S t a t e m e n t N o . 8 . I f app l i ed c o n c u r r e n t l y 
w i t h t h e in i t i a l a p p l i c a t i o n o f F A S B S t a t e m e n t N o . 8 , i t shal l be a p p l i e d in t h e same 
m a n n e r as F A S B S t a t e m e n t N o . 8 . I f F A S B S t a t e m e n t N o . 8 has been a p p l i e d p r i o r t o 
a d o p t i o n o f t h e I n t e r p r e t a t i o n , a p p l i c a t i o n o f t h e I n t e r p r e t a t i o n m a y c o n f o r m t o t h e 
m a n n e r in w h i c h F A S B S t a t e m e n t N o . 8 was i n i t i a l l y a p p l i e d , o r as A P B O p i n i o n N o . 2 0 
w o u l d requ i re . 
N o . 16 — Clarification of Definitions and Accounting for Marketable Equity Securities That 
Become Nonmarketable, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 12 ( F e b r u a r y 1 9 7 7 ) 
— C la r i f i es t h e d e f i n i t i o n o f t h e t e r m s " m a r k e t a b l e " a n d " r e s t r i c t e d s t o c k " a n d c la r i f ies t h e 
r e q u i r e m e n t o f a new cost basis w h e n a m a r k e t a b l e s e c u r i t y becomes n o n m a r k e t a b l e . 
— A t e m p o r a r y lack o f t rades o r p r i ce q u o t a t i o n s f o r an e q u i t y secu r i t y at t h e ba lance sheet 
da te does n o t m a k e i t n o n m a r k e t a b l e i f t h e r e q u i r e d m a r k e t pr ices are ava i lab le o n days 
c lose ly p reced ing a n d f o l l o w i n g t h e balance sheet da te . T h e m a r k e t p r i ce o f a s e c u r i t y shal l 
be d e t e r m i n e d f r o m sales, b i d a n d ask pr ices, o r q u o t a t i o n s , as a p p r o p r i a t e , o n t h e f i r s t 
d a y f o l l o w i n g t h e ba lance sheet d a t e t h a t t h e i n f o r m a t i o n is ava i lab le . 
— A secu r i t y t h a t is res t r i c ted b y a g o v e r n m e n t a l o r c o n t r a c t u a l r e q u i r e m e n t b u t can reason-
a b l y be e x p e c t e d t o q u a l i f y f o r sale w i t h i n o n e year o f t h e balance sheet da te , a n d f o r 
w h i c h m a r k e t p r i ce q u o t a t i o n s f o r u n r e s t r i c t e d secur i t ies o f t h e same class are avai lab le as 
o f t h e ba lance sheet d a t e , is cons idered m a r k e t a b l e a t t h e balance sheet da te . 
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— W h e n a m a r k e t a b l e e q u i t y secu r i t y becomes n o n m a r k e t a b l e o r a n o n m a r k e t a b l e e q u i t y 
secu r i t y becomes m a r k e t a b l e , t h a t s e c u r i t y shall be t rans fe r red t o t h e a p p r o p r i a t e p o r t -
f o l i o at cos t . T h e t e r m cost is d e f i n e d as o r ig ina l cost unless a n e w cost basis has been 
assigned based o n r e c o g n i t i o n o f i m p a i r m e n t o f va lue t h a t was deemed o t h e r t h a n t e m p o -
ra ry o r as a resul t o f a t rans fe r f r o m c u r r e n t t o n o n c u r r e n t c lass i f i ca t ion . 
— E f f e c t i v e f o r annua l a n d i n t e r i m per iods e n d i n g a f t e r M a r c h 1 5 , 1 9 7 7 . Ear l ier a p p l i c a t i o n 
is e n c o u r a g e d , b u t r e t r o a c t i v e a p p l i c a t i o n t o p r e v i o u s l y issued f i nanc ia l s ta temen ts is n o t 
p e r m i t t e d . 
N o . 17 — Applying the Lower of Cost or Market Rule in Translated Financial Statements, an 
i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 8 ( F e b r u a r y 1 9 7 7 ) 
— Clar i f ies t h e d e t e r m i n a t i o n o f m a r k e t w h e n a p p l y i n g t h e ru le o f cost o r m a r k e t , w h i c h e v e r 
is l o w e r , in t rans la ted f i nanc i a l s ta temen ts . 
— In t rans la ted f i nanc ia l s t a t e m e n t s , t rans la ted m a r k e t shal l be c u r r e n t f o r e i g n c u r r e n c y 
rep lacemen t cost t rans la ted a t t h e c u r r e n t ra te , e x c e p t t h a t : 
• T rans la ted m a r k e t shal l n o t exceed f o r e i g n c u r r e n c y net real izable value t rans la ted a t 
t h e c u r r e n t ra te ; a n d 
• T rans la ted m a r k e t shal l n o t be less t h a n f o r e i g n c u r r e n c y net real izable value reduced b y 
an a l l o w a n c e f o r an a p p r o x i m a t e l y n o r m a l p r o f i t m a r g i n , t rans la ted a t t h e c u r r e n t ra te . 
— I n v e n t o r y w r i t e - d o w n s in t rans la ted f i nanc ia l s ta temen ts shall n o t be i n c l u d e d in t h e aggre-
gate exchange gain o r loss requ i red t o be d isc losed p u r s u a n t t o F A S B S t a t e m e n t N o . 8 , b u t 
shal l be r e p o r t e d in acco rdance w i t h rules f o r i n v e n t o r y a c c o u n t i n g set f o r t h in C h a p t e r 4 
o f A R B N o . 4 3 . 
— E f f e c t i v e f o r annua l a n d i n t e r i m per iods end ing a f t e r M a r c h 1 5 , 1 9 7 7 . Ear l ier a p p l i c a t i o n 
is e n c o u r a g e d . R e t r o a c t i v e a p p l i c a t i o n is n o t p e r m i t t e d unless i t is app l i ed w i t h an in i t i a l 
a p p l i c a t i o n o f F A S B S t a t e m e n t N o . 8 . 
N o . 18 — Accounting for Income Taxes in Interim Periods, an i n t e r p r e t a t i o n o f A P B 
O p i n i o n N o . 2 8 ( M a r c h 1 9 7 7 ) 
— Clar i f ies t h e a p p l i c a t i o n o f A P B O p i n i o n N o . 2 8 , Interim Financial Reporting, w i t h respect 
t o a c c o u n t i n g f o r i n c o m e taxes in i n t e r i m per iods . 
— T h e general c o m p u t a t i o n requ i res t h e d e t e r m i n a t i o n o f an es t ima ted annua l e f fec t i ve t a x 
ra te t h a t re f lec ts a n t i c i p a t e d i n v e s t m e n t tax c r e d i t s , f o r e i g n t a x rates, percentage d e p l e t i o n , 
cap i ta l gains rates, a n d o t h e r ava i lab le t a x p l a n n i n g a l te rna t ives . T h e ra te is t o be rev ised, i f 
necessary, a t t h e end o f each successive i n t e r i m p e r i o d . 
— T h e e f f e c t i v e ra te " . . . shal l be a p p l i e d t o t h e yea r - to -da te ' o r d i n a r y ' i n c o m e (or loss) a t 
t h e end o f each i n t e r i m p e r i o d t o c o m p u t e t h e yea r - to -da te t a x (or b e n e f i t ) app l i cab le t o 
' o r d i n a r y ' i n c o m e (or l o s s ) . " T h e i n t e r i m - p e r i o d t a x (or b e n e f i t ) re la ted t o " o r d i n a r y " in -
c o m e (or loss) shal l be t h e d i f f e r e n c e b e t w e e n t h e a m o u n t so c o m p u t e d and t h e a m o u n t s 
r e p o r t e d f o r t h e p rev ious i n t e r i m per iods o f t h e f iscal year . 
— T h e i n t e r p r e t a t i o n also descr ibes t h e f o l l o w i n g : 
• A p p l i c a t i o n s t o spec i f i c s i t u a t i o n s , f o r e x a m p l e : 
o " O r d i n a r y " i n c o m e a n t i c i p a t e d f o r f iscal year 
• Y e a r - t o - d a t e i n c o m e 
• Yea r - to -da te loss 
o " O r d i n a r y " loss a n t i c i p a t e d f o r f iscal year 
• Year - to -da te i n c o m e 
• Yea r - to -da te loss 
• R e c o g n i t i o n o f t h e t a x b e n e f i t o f a loss 
• Reversal o f ne t d e f e r r e d t a x c red i t s 
• T a x (or b e n e f i t ) a p p l i c a b l e t o s ign i f i can t unusua l o r i n f r e q u e n t l y o c c u r r i n g i t ems , d is-
c o n t i n u e d o p e r a t i o n s , e x t r a o r d i n a r y i tems, o r c u m u l a t i v e e f fec ts o f changes in a c c o u n t -
ing p r inc ip les . 
• Special c o m p u t a t i o n s app l i cab le t o o p e r a t i o n s t a x a b l e in m u l t i p l e j u r i s d i c t i o n s . 
• Gu ide l ines f o r r e f l e c t i n g t h e e f fec ts o f n e w t a x leg is la t ion . 
• D isc losure r e q u i r e m e n t s . 
— E f f e c t i v e f o r f i nanc ia l s t a t e m e n t s issued a f t e r M a r c h 3 1 , 1977 f o r i n t e r i m per iods in f iscal 
years beg inn ing a f t e r D e c e m b e r 15 , 1 9 7 6 . Ear l ier a p p l i c a t i o n is encouraged , b u t re t roac t i ve 
a p p l i c a t i o n t o p r e v i o u s l y issued f i n a n c i a l s t a t e m e n t s is n o t p e r m i t t e d . 
N o . 19 — Lessee Guarantee of the Residual Value of Leased Property, an i n t e r p r e t a t i o n o f 
F A S B S t a t e m e n t N o . 13 ( O c t o b e r 1977) ( I n c o r p o r a t e d in t h e c o d i f i c a t i o n o f F A S B State-
m e n t N o . 13 , Accounting for Leases, M a y 1980 . ) 
— Deals w i t h t h e d e t e r m i n a t i o n o f t h e a m o u n t o f t h e lessee's guarantee o f t h e residual va lue 
o f leased p r o p e r t y t h a t s h o u l d be i n c l u d e d in m i n i m u m lease p a y m e n t s . 
— E f f e c t i v e f o r leasing t ransac t ions a n d lease agreement revis ions en te red i n t o o n o r a f te r 
J a n u a r y 1 , 1 9 7 8 . T h e p rov is ions o f t h e I n t e r p r e t a t i o n shall be app l i ed r e t r o a c t i v e l y a t t h e 
same t i m e a n d in t h e same m a n n e r as t h e p rov is ions o f F A S B S t a t e m e n t N o . 13 are app l i ed 
r e t r o a c t i v e l y , e x c e p t t h a t enterpr ises t h a t have a l ready app l i ed S t a t e m e n t N o . 13 r e t r o -
ac t i ve l y in p u b l i s h e d annua l f i n anc i a l s ta temen ts need n o t a p p l y t h i s I n t e r p r e t a t i o n 
r e t r o a c t i v e l y . 
N o . 2 0 — Reporting Accounting Changes Under AICPA Statements of Position, an i n te rp re -
t a t i o n o f A P B O p i n i o n N o . 2 0 ( N o v e m b e r 1 9 7 7 ) 
— A n en te rp r i se m a k i n g a change in a c c o u n t i n g p r i n c i p l e t o c o n f o r m w i t h t h e r e c o m m e n d a -
t i o n s o f an A I C P A S t a t e m e n t o f Pos i t ion shal l r e p o r t t h e change as spec i f ied in t h e s ta te-
m e n t . I f t h e A I C P A s t a t e m e n t does n o t s p e c i f y t h e m a n n e r o f r e p o r t i n g a change, an 
en te rp r i se m a k i n g t h e change shal l r e p o r t t h e change as spec i f ied b y A P B O p i n i o n N o . 2 0 . 
— E f f e c t i v e D e c e m b e r 1 , 1 9 7 7 . 
N o . 2 1 — Accounting for Leases in a Business Combination, an i n t e r p r e t a t i o n o f F A S B State-
m e n t N o . 13 ( A p r i l 1978 ) ( I n c o r p o r a t e d in t h e c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 13, 
Accounting for Leases, M a y 1980. ) 
— Clar i f ies t h e a p p l i c a t i o n o f S t a t e m e n t N o . 13 in business c o m b i n a t i o n s . 
— E f f e c t i v e f o r business c o m b i n a t i o n s t h a t are i n i t i a t e d o n or a f te r M a y 1 , 1 9 7 8 . T h e p r o -
v is ions o f t h e I n t e r p r e t a t i o n shal l be a p p l i e d r e t r o a c t i v e l y a t t h e same t i m e and in t h e same 
m a n n e r as t h e p rov is ions o f F A S B S t a t e m e n t N o . 13 are app l i ed r e t r o a c t i v e l y . 
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N o . 2 2 — Applicability of Indefinite Reversal Criteria to Timing Differences, an i n t e r p r e t a t i o n 
o f A P B O p i n i o n s Nos. 11 a n d 2 3 ( A p r i l 1 9 7 8 ) 
— Speci f ies t h a t t h e i n d e f i n i t e reversal c o n c e p t descr ibed in A P B O p i n i o n N o . 2 3 is n o t ap-
p l i cab le t o areas o t h e r t h a n those l is ted in t h e O p i n i o n . 
• T h e I n t e r p r e t a t i o n does n o t m o d i f y A P B O p i n i o n N o . 17 o r t h e A I C P A I n d u s t r y A u d i t 
G u i d e , Audits of Stock Life Insurance Companies. 
• I n c o m e t a x bene f i t s resu l t ing f r o m a m o r t i z a t i o n and d e p r e c i a t i o n o f ra i l road gradings 
a n d t u n n e l bores f o r i n c o m e t a x purposes are t i m i n g d i f fe rences r e q u i r i n g c o m p r e h e n -
sive i n t e r p e r i o d t a x a l l o c a t i o n . 
— E f f e c t i v e f o r t i m i n g d i f f e rences o c c u r r i n g in f iscal years beg inn ing a f te r June 1 5 , 1 9 7 8 
a n d t o be app l i ed p r o s p e c t i v e l y . 
N o . 2 3 — Leases of Certain Property Owned by a Governmental Unit or Authority, an 
i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 13 ( A u g u s t 1978) ( I n c o r p o r a t e d in F A S B S t a t e m e n t 
N o . 13 , Accounting for Leases, M a y 1980 . ) 
— C la r i f i es t h a t p o r t i o n o f paragraph 2 8 o f S t a t e m e n t N o . 13 s ta t ing t h a t leases o f ce r ta in 
p r o p e r t y o w n e d b y a g o v e r n m e n t a l u n i t o r a u t h o r i t y shall be c lassi f ied as o p e r a t i n g leases. 
— E f f e c t i v e f o r leasing t ransac t ions reco rded and lease ag reement revis ions reco rded as o f 
D e c e m b e r 1 , 1 9 7 8 o r t h e r e a f t e r . T h e I n t e r p r e t a t i o n shal l be a p p l i e d r e t r o a c t i v e l y at t h e 
same t i m e a n d in t h e same m a n n e r as t h e p rov is ions o f S t a t e m e n t N o . 1 3 , ex c ep t t h a t 
enterpr ises t h a t have a l ready a p p l i e d S t a t e m e n t N o . 13 r e t r o a c t i v e l y in pub l i shed annua l 
f i nanc ia l s ta temen ts need n o t a p p l y t h e I n t e r p r e t a t i o n r e t r o a c t i v e l y . 
N o . 2 4 — Leases Involving Only Part of a Building, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t 
N o . 13 , ( S e p t e m b e r 1978) ( I n c o r p o r a t e d in t h e c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 13 , 
Accounting for Leases, M a y 1980. ) 
— C lar i f ies a p o r t i o n o f paragraph 2 8 o f S t a t e m e n t N o . 13 t o state t h a t if t h e r e are no sales o f 
p r o p e r t y s im i la r t o t h e leased p r o p e r t y , o t h e r ev idence (such as an i ndependen t appraisal 
o f t h e leased p r o p e r t y o r es t ima ted r e p l a c e m e n t cost i n f o r m a t i o n ) m a y p r o v i d e a basis f o r 
an o b j e c t i v e d e t e r m i n a t i o n o f f a i r va lue . 
— E f f e c t i v e f o r leasing t ransac t ions r e c o r d e d and lease ag reemen t revis ions reco rded as o f 
D e c e m b e r 1 , 1 9 7 8 o r t h e r e a f t e r . T h e I n t e r p r e t a t i o n shall be a p p l i e d r e t r o a c t i v e l y at t h e 
same t i m e a n d in t h e same m a n n e r as t h e p rov is ions o f S t a t e m e n t N o , 1 3 , excep t t h a t 
enterpr ises t h a t have a l ready a p p l i e d S t a t e m e n t N o . 13 r e t r o a c t i v e l y in pub l i shed annua l 
f i n a n c i a l s ta temen ts need n o t a p p l y t h e I n t e r p r e t a t i o n r e t r o a c t i v e l y . 
N o . 2 5 — Accounting for an Unused Investment Tax Credit, an i n t e r p r e t a t i o n o f A P B 
O p i n i o n s Nos. 2 , 4 , 1 1 , and 16 ( S e p t e m b e r 1978) 
— Clar i f ies t h e c i r cums tances , i f a n y , u n d e r w h i c h an en te rp r i se shall recogn ize t h e b e n e f i t 
o f an i n v e s t m e n t t a x c r e d i t p r i o r t o i ts rea l i za t i on as an o f f s e t against federa l i n c o m e t a x 
l i a b i l i t y . 
— A n i n v e s t m e n t t a x c r e d i t b e c o m i n g ava i lab le in t h e c u r r e n t p e r i o d , or car r ied f o r w a r d f r o m 
a p r i o r p e r i o d , shal l be recogn ized t o t h e e x t e n t t h a t t h e b e n e f i t w o u l d have been real ized 
i f taxes payab le had been based o n p re tax a c c o u n t i n g i n c o m e ad jus ted f o r p e r m a n e n t 
d i f f e rences . 
• A n y r e m a i n i n g unused i n v e s t m e n t t a x c r e d i t shal l be o f f s e t against ex i s t i ng net de fe r red 
t a x c red i t s t o t h e e x t e n t o f de fe r red c red i t s t h a t w o u l d reverse d u r i n g t h e i n v e s t m e n t 
t a x c r e d i t c a r r y f o r w a r d p e r i o d , sub jec t t o ce r ta in l i m i t a t i o n s . 
• T h e gu ide l ines set f o r t h in A P B O p i n i o n N o . 1 1 , Accounting for Income Taxes, t h a t 
p e r m i t r e c o g n i t i o n o f ne t o p e r a t i n g loss c a r r y f o r w a r d s w h e n rea l i za t ion is assured be-
y o n d a n y reasonable d o u b t d o n o t a p p l y t o r e c o g n i t i o n o f unused i n v e s t m e n t t a x c red i t s 
• W h e n t h e t a x b e n e f i t o f an unused i n v e s t m e n t t a x c r e d i t t h a t was recogn ized is subse-
q u e n t l y rea l ized as a r e d u c t i o n o f federa l i n c o m e taxes p a y a b l e , an e q u i v a l e n t a m o u n t 
o f d e f e r r e d t a x c red i t s shal l be r e c o r d e d . 
— T h e I n t e r p r e t a t i o n does n o t a p p l y t o c o m p a n i e s t h a t recogn ize t h e t a x bene f i t s o f invest-
m e n t c red i t s o n l y t o t h e e x t e n t rea l ized as a r e d u c t i o n o f federa l i n c o m e taxes payab le a n d 
de fe r a n d a m o r t i z e those c red i t s over t h e l i fe o f t h e re la ted p r o p e r t y . 
— Unused i n v e s t m e n t c red i t s a c q u i r e d in a purchase c o m b i n a t i o n shal l reduce g o o d w i l l 
recogn ized in t h e c o m b i n a t i o n in t h e p e r i o d in w h i c h t h e i n v e s t m e n t c red i ts are real ized 
as an o f f s e t t o federa l i n c o m e taxes p a y a b l e . G o o d w i l l (and a n y a m o r t i z a t i o n t h e r e o f ) shal l 
n o t be ad jus ted r e t r o a c t i v e l y . 
• Special p rov i s ions a p p l y w h e n real ized i n v e s t m e n t c red i t s exceed t h e r e m a i n i n g u n -
a m o r t i z e d g o o d w i l l recogn ized in t h e business c o m b i n a t i o n . 
— E f f e c t i v e f o r i n v e s t m e n t t a x c red i t s ar is ing in f iscal years b e g i n n i n g a f t e r D e c e m b e r 1 5 , 
1 9 7 8 a n d t o be app l i ed p r o s p e c t i v e l y . Unused i n v e s t m e n t c red i t s ar is ing in ear l ier years 
shal l be a c c o u n t e d f o r a c c o r d i n g t o m e t h o d s p resen t l y used. 
• Special p rov i s ions a p p l y t o a c c o u n t i n g f o r unused i n v e s t m e n t t a x c red i t s a c q u i r e d in 
purchase c o m b i n a t i o n s . 
N o . 2 6 — Accounting for Purchase of a Leased Asset by the Lessee During the Term of the 
Lease, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 13 ( S e p t e m b e r 1978) ( I n c o r p o r a t e d in t h e 
c o d i f i c a t i o n o f F A S B S t a t e m e n t N o . 13 , Accounting for Leases, M a y 1980) 
— T h e t e r m i n a t i o n o f a cap i ta l lease t h a t resul ts f r o m t h e purchase o f a leased asset does n o t 
give rise t o a ga in o r loss b u t ra the r is an in tegra l p a r t o f t h e purchase o f t h e leased asset. 
— E f f e c t i v e f o r purchases o f leased p r o p e r t y reco rded as o f D e c e m b e r 1 , 1 9 7 8 o r t he re a f te r . 
T h e I n t e r p r e t a t i o n shal l be a p p l i e d r e t r o a c t i v e l y a t t h e same t i m e a n d in t h e same m a n n e r 
as t h e p rov is ions o f S t a t e m e n t N o . 1 3 , e x c e p t t h a t enterpr ises t h a t have a l ready a p p l i e d 
S t a t e m e n t N o . 13 in p u b l i s h e d annua l f i nanc ia l s ta temen ts need n o t a p p l y t h e I n t e r p r e t a -
t i o n r e t r o a c t i v e l y . 
N o . 2 7 — Accounting for a Loss on a Sublease, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 13 
a n d A P B O p i n i o n N o . 3 0 ( N o v e m b e r 1978) ( I n c o r p o r a t e d in t h e c o d i f i c a t i o n s o f F A S B Sta te -
m e n t N o . 13 , Accounting for Leases, M a y 1980) 
— S t a t e m e n t N o . 1 3 does n o t e l i m i n a t e t h e need t o recogn ize a loss o n a sublease in t h o s e 
s i t u a t i o n s in w h i c h paragraphs 15-17 o f A P B O p i n i o n N o . 3 0 , Reporting the Results of 
Operations, r equ i re t h e r e c o g n i t i o n o f t h e loss. 
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— E f f e c t i v e f o r es t imates o f losses a t t h e m e a s u r e m e n t da te (see paragraph 14 o f A P B 
O p i n i o n N o . 3 0 f o r t h e d e f i n i t i o n o f t h e m e a s u r e m e n t da te) o f a disposal o c c u r r i n g o n o r 
a f t e r M a r c h 1 , 1 9 7 9 and f o r subleases reco rded as o f M a r c h 1 , 1 9 7 9 o r t h e r e a f t e r . R e t r o -
ac t i ve a p p l i c a t i o n is requ i red in acco rdance w i t h paragraphs 4 9 and 5 1 o f S t a t e m e n t N o . 13. 
N o . 2 8 — Accounting for Stock Appreciation Rights and Other Variable Stock Option or 
Award Plans, an i n t e r p r e t a t i o n o f A P B O p i n i o n s Nos. 15 and 2 5 ( D e c e m b e r 1 9 7 8 ) 
— C lar i f ies w h e n an en te rp r i se shall r eco rd c o m p e n s a t i o n expense re la ted t o s tock apprec ia -
t i o n r igh ts a n d awards u n d e r o t h e r c o m p e n s a t i o n plans w i t h var iab le t e r m s ( i .e. , p lans f o r 
w h i c h t h e n u m b e r o f shares o f s tock t h e e m p l o y e e s m a y receive, t h e p r ice per share t h e 
e m p l o y e e s m u s t p a y , o r b o t h t h e n u m b e r o f shares and t h e p r ice are u n k n o w n a t t h e da te o f 
g ran t o r a w a r d ) and h o w t h e en te rp r i se shal l c o m p u t e t h a t c o m p e n s a t i o n expense. 
— Spec i f ies t h a t w h e n s tock a p p r e c i a t i o n r igh ts o r o t h e r var iab le p lan awards are g r a n t e d , an 
en te rp r i se shall measure c o m p e n s a t i o n as t h e a m o u n t b y w h i c h t h e q u o t e d m a r k e t va lue o f 
t h e shares covered b y t h e g ran t exceeds t h e o p t i o n pr ice o r va lue spec i f ied under t h e p l a n , 
sub jec t t o a n y l i m i t a t i o n s under t h e p l a n . 
• Changes in t h e q u o t e d m a r k e t va lue o f t h e shares b e t w e e n t h e da te o f g ran t a n d t h e 
m e a s u r e m e n t da te ( the f i r s t da te o n w h i c h b o t h (1) t h e n u m b e r o f shares t h a t an i n d i -
v i dua l e m p l o y e e is e n t i t l e d t o receive, a n d (2) t h e o p t i o n o r purchase p r i ce , i f a n y , are 
k n o w n ) resul t in a change in t h e measure o f c o m p e n s a t i o n . 
— C o m p e n s a t i o n shall be accrued over t h e p e r i o d o r per iods t h e e m p l o y e e p e r f o r m s t h e re-
lated services. 
• G r a n t s made f o r past services shal l be accrued as a charge t o expense o f t h e p e r i o d in 
w h i c h t h e r igh ts o r awards are g r a n t e d . 
• U p t o t h e m e a s u r e m e n t da te , acc rued c o m p e n s a t i o n shall be ad jus ted in subsequen t 
pe r iods f o r changes in t h e q u o t e d m a r k e t va lue o f t h e shares, b u t shal l n o t be ad jus ted 
b e l o w ze ro . 
• T h e o f f s e t t i n g a d j u s t m e n t shal l be m a d e t o c o m p e n s a t i o n expense o f t h e p e r i o d in 
w h i c h t h e change occurs . 
— G u i d e l i n e s are set f o r t h f o r a c c o u n t i n g f o r c o m b i n a t i o n p lans. 
— S t o c k a p p r e c i a t i o n r igh ts a n d o t h e r var iab le p lan awards are c o m m o n s t o c k equ iva len ts f o r 
purposes o f a p p l y i n g t h e p rov is ions o f A P B O p i n i o n N o . 1 5 , Earnings Per Share, t o t h e 
e x t e n t t h e y are payab le in s t o c k . 
— E f f e c t i v e f o r s t o c k a p p r e c i a t i o n r igh ts a n d o t h e r var iab le p lan awards g ran ted in f iscal years 
beg inn ing a f t e r D e c e m b e r 1 5 , 1 9 7 8 . T h e I n t e r p r e t a t i o n shall n o t be a p p l i e d r e t r o a c t i v e l y . 
• A n accrua l o f c o m p e n s a t i o n expense o r an a d j u s t m e n t o f accrued c o m p e n s a t i o n resul t -
ing f r o m t h e a p p l i c a t i o n o f t h i s I n t e r p r e t a t i o n f o r r igh ts and awards g ran ted in f iscal 
years beg inn ing b e f o r e D e c e m b e r 1 6 , 1 9 7 8 shal l be a c c o u n t e d f o r as a change in est i -
m a t e in t h e p e r i o d o f change. 
N o . 2 9 — Reporting Tax Benefits Realized on Disposition of Investments in Certain Subsid-
iaries and Other Investees, an i n t e r p r e t a t i o n o f A P B O p i n i o n s Nos. 2 3 a n d 2 4 ( F e b r u a r y 1979) 
— Clar i f ies t h e r e p o r t i n g o f i n c o m e t a x bene f i t s real ized b y an inves tor f r o m t h e d i s p o s i t i o n 
o f an i n v e s t m e n t in ce r ta in subsid iar ies a n d o t h e r investees. 
— A n inves tor shal l c lass i fy t a x bene f i t s real ized on d i s p o s i t i o n o f an i n v e s t m e n t re la t ing t o a 
d i f f e r e n c e b e t w e e n t h e a c c o u n t i n g basis and t h e t a x basis o f t h e i n v e s t m e n t in t h e subs id-
ia ry o r o t h e r investee in t h e same m a n n e r as t h e c lass i f i ca t ion acco rded t o gain o r loss o n 
d i s p o s i t i o n o f t h e i n v e s t m e n t . 
• D isc losure shal l be m a d e i f a p p l i c a t i o n o f t h i s I n t e r p r e t a t i o n creates a s ign i f i can t v a r i a t i o n 
in t h e c u s t o m a r y r e l a t i o n s h i p b e t w e e n i n c o m e t a x expense a n d p re tax a c c o u n t i n g i n c o m e . 
— E f f e c t i v e f o r d i spos i t i ons o c c u r r i n g a f t e r M a r c h 1 , 1 9 7 9 . Rec lass i f i ca t ion in p rev ious l y 
issued f i nanc ia l s t a t e m e n t s is p e r m i t t e d b u t n o t r e q u i r e d . 
N o . 3 0 — Accounting for Involuntary Conversions of Nonmonetary Assets to Monetary Assets, 
an i n t e r p r e t a t i o n o f A P B O p i n i o n N o . 2 9 (Sep tember 1 9 7 9 ) 
— Speci f ies t h a t i n v o l u n t a r y convers ions o f n o n m o n e t a r y assets t o m o n e t a r y assets are 
m o n e t a r y t ransac t ions f o r w h i c h gain o r loss s h o u l d be recogn ized even t h o u g h an 
en terpr ise reinvests o r is o b l i g a t e d t o re invest t h e m o n e t a r y assets in rep lacemen t 
n o n m o n e t a r y assets. 
— Ga in o r loss s h o u l d be recogn ized in acco rdance w i t h F A S B S t a t e m e n t N o . 5 , Accounting 
for Contingencies, i f m o n e t a r y assets are received in a p e r i o d subsequen t t o t h e pe r iod 
w h e n t h e n o n m o n e t a r y assets w e r e d e s t r o y e d or damaged . 
— Ga in o r loss resu l t ing f r o m an i n v o l u n t a r y convers ion o f a n o n m o n e t a r y asset t o m o n e t a r y 
assets shall be c lassi f ied in acco rdance w i t h t h e p rov is ions o f A P B O p i n i o n N o . 3 0 , 
Reporting the Results of Operations — Reporting the Effects of Disposal of a Segment of a 
Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions. 
— E f f e c t i v e f o r i n v o l u n t a r y convers ions o f n o n m o n e t a r y assets t o m o n e t a r y assets o c c u r r i n g 
in f iscal years beg inn ing a f t e r N o v e m b e r 1 5 , 1 9 7 9 . Ear l ier a p p l i c a t i o n is encouraged f o r 
f iscal years b e g i n n i n g b e f o r e N o v e m b e r 1 6 , 1979 f o r w h i c h f i nanc i a l s ta temen ts have n o t 
been p rev ious l y issued. 
N o . 3 1 — Treatment of Stock Compensation Plans in EPS Computations, an i n t e r p r e t a t i o n o f 
A P B O p i n i o n N o . 15 and a m o d i f i c a t i o n o f F A S B I n t e r p r e t a t i o n N o . 2 8 ( F e b r u a r y 1980) 
— C lar i f ies t h e p rov is ions o f F A S B I n t e r p r e t a t i o n N o . 2 8 , Accounting for Stock Appreciation 
Rights and Other Variable Stock Option or Award Plans, t h a t discuss t h e d i l u t i v e e f f e c t in 
EPS c o m p u t a t i o n s o f s tock a p p r e c i a t i o n r igh ts a n d o t h e r var iab le p lan awards . 
— In a p p l y i n g t h e t reasury s tock m e t h o d t o s t o c k o p t i o n s , i n c l u d i n g s tock a p p r e c i a t i o n r igh ts 
and o t h e r var iab le p lan awards , t h e exerc ise proceeds o f t h e o p t i o n s are t h e s u m o f t h e 
a m o u n t t h e e m p l o y e e m u s t p a y , t h e a m o u n t o f measurab le c o m p e n s a t i o n ascr ibed t o 
f u t u r e services and n o t y e t charged t o expense ( w h e t h e r o r n o t a c c r u e d ) , a n d t h e a m o u n t 
o f a n y " w i n d f a l l " t a x b e n e f i t t o be c r e d i t e d t o cap i ta l . 
• Exerc ise proceeds shall n o t i nc lude c o m p e n s a t i o n ascr ibed t o past services. 
— Prov ides gu idance f o r c o m p u t i n g p r i m a r y a n d f u l l y d i l u t e d earn ings per share. 
— Prov is ions cover EPS t r e a t m e n t o f c o m b i n a t i o n p lans t h a t a l l o w an e m p l o y e r o r e m p l o y e e 
t o choose a m o n g var ious a l t e r n a t i v e s tock o p t i o n o r s t o c k r i g h t awards . 
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— E f f e c t i v e f o r f i n a n c i a l s ta temen ts f o r f iscal years beg inn ing a f te r D e c e m b e r 15 , 1 9 7 9 . 
Ear l ier a p p l i c a t i o n is encouraged . 
• T h e I n t e r p r e t a t i o n m a y be, b u t is n o t requ i red t o be, app l i ed r e t r o a c t i v e l y t o p rev ious l y 
issued f i n a n c i a l s ta tements . 
N o . 3 2 — Application of Percentage Limitations in Recognizing Investment Tax Credit, an 
i n t e r p r e t a t i o n o f A P B O p i n i o n s Nos. 2, 4 and 11 ( M a r c h , 1980) 
— Clar i f ies t h e a p p l i c a t i o n o f paragraph 10 o f F A S B I n t e r p r e t a t i o n N o . 2 5 , Accounting for 
an Unused Investment Tax Credit, w i t h respect t o t h e s t a t u t o r y l i m i t a t i o n t o be used in 
recogn iz ing unused i nves tmen t t a x c r e d i t . 
• T h e Revenue A c t o f 1 9 7 8 changed t h e s t a t u t o r y percentage l i m i t a t i o n s t h a t d e t e r m i n e 
t h e e x t e n t t o w h i c h federa l i n c o m e t a x o t h e r w i s e payab le m a y be o f f s e t b y i n v e s t m e n t 
t a x c r e d i t . 
— T h e s t a t u t o r y l i m i t a t i o n s t o be used are as f o l l o w s : 
• In t h e " w i t h - a n d - w i t h o u t " c o m p u t a t i o n — t h e s t a t u t o r y percentage l i m i t a t i o n s in e f f e c t 
f o r t h e year t h e c o m p u t a t i o n is be ing made , and 
• In recogn iz ing i n v e s t m e n t t a x c r e d i t in a d d i t i o n t o t h a t recogn ized in t h e " w i t h - a n d -
w i t h o u t " c o m p u t a t i o n — t h e s t a t u t o r y percentage l i m i t a t i o n s app l i cab le t o t h e years 
in w h i c h p r e v i o u s l y reco rded d e f e r r e d t a x c red i t s are e x p e c t e d t o reverse. 
— In recogn iz ing i n v e s t m e n t tax c r e d i t in a d d i t i o n t o t h a t recogn ized in t h e " w i t h - a n d -
w i t h o u t " c o m p u t a t i o n t h e f o l l o w i n g ru les m u s t be obse rved : 
• O n l y ne t d e f e r r e d t a x c red i t s t h a t have n o t been p rev ious l y o f f se t a n d t h a t w i l l reverse 
d u r i n g t h e i n v e s t m e n t t a x c r e d i t c a r r y f o r w a r d p e r i o d , d is regard ing a n y t i m i n g d i f f e r -
ences t h a t m a y o r i g i n a t e in t h a t c a r r y f o r w a r d p e r i o d , shall be o f f s e t b y i n v e s t m e n t t a x 
c r e d i t . 
• Ne t d e f e r r e d t a x c red i t s o f f s e t b y i n v e s t m e n t t a x c r ed i t in p r i o r years shall n o t be ad-
jus ted t o re f lec t changes in t h e s t a t u t o r y percentage l i m i t a t i o n s . 
— E f f e c t i v e f o r r e c o g n i t i o n o f i n v e s t m e n t t a x c r e d i t in f iscal year beg inn ing a f t e r D e c e m -
ber 15 , 1 9 7 9 . 
• Ear l ier a p p l i c a t i o n is encouraged in f i n a n c i a l s t a t e m e n t s f o r f iscal years beg inn ing b e f o r e 
D e c e m b e r 16 , 1 9 7 9 t h a t have n o t been p r e v i o u s l y issued; h o w e v e r , i f t h e p rov is ions o f 
t h e I n t e r p r e t a t i o n are a d o p t e d ea r l y , p rev ious l y issued f i nanc ia l i n f o r m a t i o n f o r a n y 
i n t e r i m per iods o f t h a t f iscal year t h a t precede t h e p e r i o d o f a d o p t i o n shall be res ta ted . 
• T h e I n t e r p r e t a t i o n shall n o t be a p p l i e d r e t r o a c t i v e l y f o r p rev ious ly issued annua l f i n a n -
cial s ta temen ts . 
N o . 3 3 — Applying FASB Statement No. 34 to Oil and Gas Producing Operations Accounted 
for by the Full Cost Method, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 3 4 ( A u g u s t 1980) 
— Clar i f ies t h e a p p l i c a t i o n o f F A S B S t a t e m e n t N o . 3 4 , Capitalization of Interest Cost, t o t h e 
o p e r a t i o n s o f enterpr ises t h a t use t h e f u l l cost m e t h o d o f a c c o u n t i n g f o r o i l and gas opera -
t i o n s . 
— Assets w h o s e costs are be ing c u r r e n t l y d e p r e c i a t e d , d e p l e t e d o r a m o r t i z e d are assets in use 
in t h e earn ing ac t i v i t i es o f t h e en te rp r i se a n d are n o t assets q u a l i f y i n g f o r c a p i t a l i z a t i o n o f 
in terest cos t . 
• U n u s u a l l y s ign i f i can t i nves tmen ts in i m p r o v e d p rope r t i es a n d m a j o r d e v e l o p m e n t p r o j -
ects t h a t are n o t be ing c u r r e n t l y d e p r e c i a t e d , dep le ted or a m o r t i z e d , a n d o n w h i c h 
e x p l o r a t i o n o r d e v e l o p m e n t ac t i v i t i es are in progress, are assets q u a l i f y i n g f o r in terest 
c a p i t a l i z a t i o n . 
• In a cos t cen te r w i t h no p r o d u c t i o n , p ro jec ts in process q u a l i f y f o r c a p i t a l i z a t i o n o f 
in teres t . 
E f f e c t i v e f o r annua l f i n a n c i a l s t a t e m e n t s f o r f iscal years beg inn ing a f t e r D e c e m b e r 1 5 , 
1 9 7 9 a n d f o r i n t e r i m per iods w i t h i n those f iscal years. 
• Ear l ie r a p p l i c a t i o n is e n c o u r a g e d . 
• R e s t a t e m e n t o f ear l ier years is encouraged b u t n o t r e q u i r e d . 
• Specia l d isc losure r e q u i r e m e n t s a p p l y i f r es ta temen t o f p r i o r years is n o t made . 
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T E C H N I C A L B U L L E T I N S I S S U E D 
79-1 — Purpose and Scope of FASB Technical Bulletins and Procedures for Issuance 
( D e c e m b e r 2 8 , 1 9 7 9 ) 
— Speci f ies t h a t t h e F A S B has a u t h o r i z e d i ts s ta f f t o issue FASB Technical Bulletins t o p r o -
v ide gu idance o n ce r ta in f i nanc ia l a c c o u n t i n g a n d r e p o r t i n g p r o b l e m s o n a t i m e l y basis. 
— T e c h n i c a l B u l l e t i n s p r o v i d e gu idance c o n c e r n i n g t h e a p p l i c a t i o n o f o f f i c i a l p r o n o u n c e -
m e n t s , F A S B S t a t e m e n t s o r I n t e r p r e t a t i o n s , A P B O p i n i o n s , o r A c c o u n t i n g Research 
Bu l le t i ns . 
• T e c h n i c a l B u l l e t i n s are n o t S t a t e m e n t s o r I n t e r p r e t a t i o n s t o w h i c h Ru le 2 0 3 appl ies. 
• T e c h n i c a l B u l l e t i n s d o n o t establ ish n e w f i n a n c i a l a c c o u n t i n g and r e p o r t i n g s tandards 
no r a m e n d ex i s t i ng s tandards. 
• T e c h n i c a l B u l l e t i n s genera l l y address i m p l e m e n t a t i o n ques t ions h e r e t o f o r e covered b y 
F A S B le t te r c o m m u n i c a t i o n s . 
— T e c h n i c a l B u l l e t i n s w i l l be used in t h e f o l l o w i n g c i r c u m s t a n c e s : 
• T h e i n t e n t o f t h e u n d e r l y i n g s tandard is d o c u m e n t e d o r k n o w n t o t h e s ta f f and t h e 
answer does n o m o r e t h a n c l a r i f y , e x p l a i n , o r e labora te u p o n t h e u n d e r l y i n g s t a n d a r d . 
• T h e answer is n o t e x p e c t e d t o have a s i gn i f i c an t e f f e c t o n e i the r f i nanc ia l r e p o r t i n g in 
general o r m o s t o r g a n i z a t i o n s a f f e c t e d b y t h e u n d e r l y i n g s tandard . 
• T h e a d m i n i s t r a t i v e cost t h a t m a y be invo lved in i m p l e m e n t i n g t h e answer is n o t ex-
pec ted t o be s ign i f i can t t o m o s t a f f e c t e d o rgan iza t i ons . 
— T e c h n i c a l B u l l e t i n s are n o t a p p r o v e d b y t h e B o a r d , b u t Board m e m b e r s are i n f o r m e d o f al l 
m a t t e r s p r o p o s e d f o r Bu l l e t i ns and receive cop ies o f al l p roposed Bu l l e t i ns p r i o r t o issuance. 
• T h e D i r e c t o r o f Research and T e c h n i c a l A c t i v i t i e s m a y expose p roposed T e c h n i c a l 
B u l l e t i n s f o r c o m m e n t p r i o r t o issuance. 
— T e c h n i c a l B u l l e t i n s are issued in q u e s t i o n and answer f o r m a t . 
79-2 - Computer Software Costs ( D e c e m b e r 2 8 , 1 9 7 9 ) 
79-3 — Subjective Acceleration Clauses in Long-Term Debt Agreements ( D e c e m b e r 2 8 , 1979) 
79-4 — Segment Reporting of Puerto Rican Operations ( D e c e m b e r 28 , 1 9 7 9 ) 
79-5 — Meaning of the Term "Customer" as It Applies to Health Care Facilities Under FASB 
Statement No. 14 ( D e c e m b e r 2 8 , 1979) 
79-6 — Valuation Allowances Following Debt Restructuring ( D e c e m b e r 2 8 , 1979) 
79-7 — Recoveries of a Previous Writedown Under a Troubled Debt Restructuring Involving a 
Modification of Terms ( D e c e m b e r 2 8 , 1 9 7 9 ) 
79-8 — Applicability of FASB Statements 21 and 33 to Certain Brokers and Dealers in 
Securities ( D e c e m b e r 2 8 , 1979) 
79-9 - Accounting in Interim Periods for Changes in Income Tax Rates ( D e c e m b e r 2 8 , 1979) 
79-10 — Fiscal Funding Clauses in Lease Agreements (December 2 8 , 1979) 
79-11 — Effect of a Penalty on the Term of a Lease ( D e c e m b e r 2 8 , 1 9 7 9 ) 
79-12 — Interest Rate Used in Calculating the Present Value of Minimum Lease Payments 
(December 2 8 , 1979) 
79-13 — Applicability of FASB Statement No. 13 to Current Value Financial Statements 
(December 2 8 , 1 9 7 9 ) 
79-14 — Upward Adjustment of Guaranteed Residual Values (December 2 8 , 1979) 
79-15 — Accounting for Loss on a Sublease Not Involving the Disposal of a Segment 
(December 2 8 , 1979) 
79-16 — Effect of a Change in Income Tax Rate on the Accounting for Leveraged Leases 
(December 2 8 , 1979) (Rev ised, F e b r u a r y 2 9 , 1980) 
79-17 — Reporting Cumulative Effect Adjustment from Retroactive Application of FASB 
Statement No. 13 ( D e c e m b e r 2 8 , 1 9 7 9 ) 
79-18 — Transition Requirement of Certain FASB Amendments and Interpretations of FASB 
Statement No. 13 ( D e c e m b e r 2 8 , 1979) 
79-19 — Investor's Accounting for Unrealized Losses on Marketable Securities Owned by an 
Equity Method Investee ( D e c e m b e r 2 8 , 1 9 7 9 ) 
80-1 — Early Extinguishment of Debt Through Exchange for Common or Preferred Stock 
(December 19 , 1980) 
80-2 — Classification of Debt Restructurings by Debtors and Creditors ( D e c e m b e r 19, 1980) 
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E X P O S U R E D R A F T S I S S U E D A N D O U T S T A N D I N G 
Proposed S t a t e m e n t s o f C o n c e p t s 
Proposed S t a t e m e n t s o f S tandards 
Foreign Currency Translation ( Issued A u g u s t 2 8 , 1 9 8 0 ; p u b l i c hear ings he ld o n D e c e m b e r 
1 7 - 1 9 , 2 2 , 1 9 8 0 ) 
— Revises t h e s tandards o f f i n a n c i a l a c c o u n t i n g and r e p o r t i n g f o r f o r e i g n c u r r e n c y t rans-
a c t i o n s a n d f o r t r a n s l a t i n g f o r e i g n c u r r e n c y f i n a n c i a l s ta temen ts . 
• T r a n s l a t i o n f o r purposes o t h e r t h a n c o n s o l i d a t i o n , c o m b i n a t i o n , o r t h e e q u i t y m e t h o d is 
b e y o n d t h e scope o f t h i s S t a t e m e n t . 
• Supersedes t h e f o l l o w i n g : 
o F A S B S t a t e m e n t Nos . 8 , Accounting for the Translation of Foreign Currency Trans-
actions and Foreign Currency Financial Statements, a n d 2 0 , Accounting for Forward 
Exchange Contracts. 
o F A S B I n t e r p r e t a t i o n Nos . 1 5 , Translation of Unamortized Policy Acquisition Costs by 
a Stock Life Insurance Company, a n d 1 7 , Applying the Lower of Cost or Market Rule in 
Translated Financial Statements. 
— T r a n s l a t i o n s h o u l d a c c o m p l i s h t h e f o l l o w i n g ob jec t i ves : 
• Preserve t h e f i n a n c i a l resul ts a n d re la t i onsh ips as measured a n d expressed in t h e f u n c -
t i o n a l c u r r e n c y o f each c o m p o n e n t e n t i t y o f an en te rp r i se . 
• Ensure t h a t t h e t r a n s l a t i o n resul ts are genera l l y c o m p a t i b l e in t e r m s o f d i r e c t i o n o f 
change a n d f i n a n c i a l s t a t e m e n t c lass i f i ca t ion w i t h t h e e x p e c t e d e f fec ts o f a ra te change 
o n an en te rp r i se 's e x p o s u r e t o f o r e i g n exchange r isk . 
— F o r e i g n c u r r e n c y s t a t e m e n t s shal l be t rans la ted as f o l l o w s : 
• P r io r t o t r a n s l a t i o n , f o r e i g n c u r r e n c y s t a t e m e n t s t h a t are t o be i n c l u d e d in a U.S. en ter -
pr ise's f i n a n c i a l s t a t e m e n t s shal l be p repared in c o n f o r m i t y w i t h U.S. genera l l y accep ted 
a c c o u n t i n g p r inc ip les . T h e assets, l iab i l i t ies , a n d o p e r a t i o n s o f an e n t i t y shal l be measured 
using t h e f u n c t i o n a l c u r r e n c y o f t h a t e n t i t y . 
o A n e n t i t y ' s f u n c t i o n a l c u r r e n c y is t h e p r i m a r y c u r r e n c y o f t h e e c o n o m i c e n v i r o n m e n t 
in w h i c h t h e e n t i t y generates a n d e x p e n d s cash. 
• T h e r e is a p r e s u m p t i o n t h a t t h e f u n c t i o n a l c u r r e n c y is t h e c u r r e n c y o f t h e c o u n t r y 
in w h i c h t h e e n t i t y is l oca ted . 
• O r d i n a r i l y t h e b o o k s and records are m a i n t a i n e d in t h e f u n c t i o n a l c u r r e n c y . 
o F o r e i g n o p e r a t i o n s t h a t are a d i r e c t and in tegra l c o m p o n e n t o r e x t e n s i o n o f an en ter -
pr ise 's o p e r a t i o n s in t h e U n i t e d States are o p e r a t i o n s f o r w h i c h t h e f u n c t i o n a l c u r r e n c y 
m i g h t be t h e U.S. d o l l a r . T h i s s i t u a t i o n m i g h t ex is t w h e r e : 
• T h e U.S. o p e r a t i o n s are t h e p r i n c i p a l source o f f i n a n c i n g f o r t h e f o r e i g n e n t i t y . 
• Changes in t h e f o r e i g n assets a n d l iab i l i t ies i m p a c t d i r e c t l y o n t h e d o l l a r cash f l o w s 
o f t h e r e p o r t i n g en te rp r i se . 
• A l l o f a f o r e i g n e n t i t y ' s assets a n d l iab i l i t i es shal l be t rans la ted f r o m t h a t e n t i t y ' s f u n c -
t i o n a l c u r r e n c y i n t o t h e r e p o r t i n g c u r r e n c y b y using t h e c u r r e n t exchange ra te . 
o T h e c u r r e n t rate is t h e rate in e f f e c t a t t h e ba lance sheet da te . 
• Procedures are spec i f ied i f m u l t i p l e rates ex is t o r i f a f o r e i g n e n t i t y ' s ba lance sheet 
da te d i f f e r s f r o m t h a t o f t h e pa ren t o r c o n t r o l l i n g en te rp r i se . 
• T r a n s l a t i o n o f a f o r e i g n e n t i t y ' s revenues, expenses, gains, and losses m a y be made 
b y using an a p p r o p r i a t e l y w e i g h t e d average exchange rate f o r t h e p e r i o d . 
• A d j u s t m e n t s resu l t ing f r o m t h e t r a n s l a t i o n process shall n o t be i n c l u d e d in deter -
m i n i n g ne t i n c o m e . 
o A d j u s t m e n t s shall be a c c u m u l a t e d in a separate c o m p o n e n t o f s t o c k h o l d e r s ' e q u i t y 
u n t i l subs tan t i a l o r c o m p l e t e l i q u i d a t i o n occurs o r u n t i l a p e r m a n e n t i m p a i r m e n t o f 
t h e ne t i n v e s t m e n t has t a k e n p lace. 
F o r e i g n c u r r e n c y t ransac t i ons p r o d u c e f o r e i g n c u r r e n c y cash o r f o r e i g n c u r r e n c y receiv-
ables a n d payab les t h a t are f i x e d in t e r m s o f t h e a m o u n t o f f o r e i g n c u r r e n c y t h a t w i l l be 
received o r p a i d . 
• A change in exchange ra te increases o r decreases t h e e x p e c t e d f u n c t i o n a l c u r r e n c y cash 
f l o w s a n d is an exchange gain o r loss t h a t genera l l y shal l be i nc luded in d e t e r m i n i n g net 
i n c o m e f o r t h e p e r i o d in w h i c h t h e rates change. 
o E x c e p t i o n s t o t h e above ru le a p p l y w h e r e : 
• F o r e i g n c u r r e n c y t ransac t i ons are i n t e n d e d t o be an e c o n o m i c hedge o f a ne t 
i n v e s t m e n t . 
• E x c h a n g e gains o r losses are a t t r i b u t a b l e t o f o r e i g n c u r r e n c y t ransac t i ons b e t w e e n 
an inves to r a n d investee e n t i t y , w h e n t h e la t te r is c o n s o l i d a t e d , c o m b i n e d , o r 
a c c o u n t e d f o r u n d e r t h e e q u i t y m e t h o d . 
• F o r w a r d exchange c o n t r a c t s are i n t e n d e d t o be a hedge o f an i d e n t i f i a b l e f o r e i g n 
c u r r e n c y c o m m i t m e n t . De ta i l ed ru les are set f o r t h f o r f o r w a r d exchange con t rac t s . 
o W h e r e t h e e x c e p t i o n app l ies , t h e gain o r loss is t o be a c c u m u l a t e d in a separate c o m -
p o n e n t o f s t o c k h o l d e r s ' e q u i t y . 
T h e a c c u m u l a t e d a d j u s t m e n t resu l t i ng f r o m t r a n s l a t i o n is real ized in f u l l o r in pa r t u p o n 
c o m p l e t e o r subs tan t ia l l i q u i d a t i o n o f t h a t i n v e s t m e n t . 
• T h e a m o u n t real ized shal l be r e m o v e d f r o m t h e a c c u m u l a t e d t r a n s l a t i o n a d j u s t m e n t 
a c c o u n t in s t o c k h o l d e r s ' e q u i t y a n d i n c l u d e d as an exchange gain o r loss in i n c o m e in 
t h e p e r i o d t h e l i q u i d a t i o n occurs . 
A p e r m a n e n t i m p a i r m e n t o f a ne t i n v e s t m e n t m a y also resul t in rea l i za t i on o f a p o r t i o n o f 
t h e a c c u m u l a t e d a d j u s t m e n t a c c o u n t . 
I n t e r p e r i o d t a x a l l o c a t i o n is r e q u i r e d i f t a x a b l e exchange gains o r t a x d e d u c t i b l e exchange 
losses are i n c l u d e d in i n c o m e in a d i f f e r e n t p e r i o d f o r f i n a n c i a l s t a t e m e n t purposes t h a n f o r 
t a x purposes . 
• N o t w i t h s t a n d i n g t h a t a d j u s t m e n t s resu l t i ng f r o m t r a n s l a t i o n are n o t r e p o r t e d in i n c o m e , 
an a l l o c a t i o n f o r d e f e r r e d taxes shall be m a d e i f t h e y o t h e r w i s e mee t t h e c r i t e r i a o f A P B 
O p i n i o n N o . 1 1 , Accounting for Income Taxes, a n d are cal led f o r u n d e r t h e p rov is ions 
o f A P B O p i n i o n Nos . 2 3 , Accounting for Income Taxes - Special Areas, a n d 24, Ac-




• T h e p r o v i s i o n f o r d e f e r r e d i n c o m e taxes in t h i s ins tance shal l be a l l oca ted t o t h e sepa-
ra te c o m p o n e n t o f s t o c k h o l d e r s ' e q u i t y a n d shal l n o t be an increase o r decrease o f 
i n c o m e t a x expense f o r t h e p e r i o d . 
— D isc losure r e q u i r e m e n t s i n c l u d e t h e f o l l o w i n g : 
• T h e aggregate exchange gain o r loss i n c l u d e d in d e t e r m i n i n g net i n c o m e f o r t h e p e r i o d . 
• T h e e f f e c t o f ra te changes o n r e p o r t e d resul ts o f o p e r a t i o n s , o t h e r t h a n t h e e f fec ts 
i n c l u d e d in t h e d isc losure r e q u i r e d a b o v e , q u a n t i f i e d i f p rac t i cab le . 
• A n analys is o f t h e separate c o m p o n e n t o f s t o c k h o l d e r s ' e q u i t y f o r t h e p e r i o d . 
• Ra te changes a f t e r t h e da te o f t h e f i n a n c i a l s t a t e m e n t s , a n d t h e e f fec ts o n f o r e i g n cur -
r e n c y t r a n s a c t i o n s , i f s i g n i f i c a n t . 
o A n en te rp r ise 's f i n a n c i a l s t a t e m e n t s shal l n o t be ad jus ted f o r rate changes t h a t o c c u r 
a f t e r t h e d a t e o f t h e f i n a n c i a l s t a t e m e n t s . 
— T h e p r o p o s e d S t a t e m e n t w o u l d be e f f e c t i v e f o r f iscal years beg inn ing o n o r a f t e r D e c e m b e r 
1 5 , 1 9 8 1 . 
• Ear l ie r a p p l i c a t i o n is e n c o u r a g e d . 
• F i n a n c i a l s t a t e m e n t s a n d s u m m a r i e s f o r p e r i o d s b e f o r e t h e e f fec t i ve da te m a y be re-
s t a t e d . 
• In t h e year t h i s S t a t e m e n t is f i r s t a p p l i e d , t h e n a t u r e o f a n y res ta temen t a n d i ts e f f e c t 
o n earn ings a n d re la ted per share a m o u n t s shal l be d isc losed. 
• I f t h e p r i o r year is n o t res ta ted , d isc losure o f i n c o m e b e f o r e e x t r a o r d i n a r y i t ems a n d net 
i n c o m e f o r t h e p r i o r year c o m p u t e d o n a p r o f o r m a basis is encouraged . 
• T h e aggregate e f f e c t o n shareho lde rs ' e q u i t y as o f t h e b e g i n n i n g o f t h e year f o r w h i c h 
th i s S t a t e m e n t is f i r s t a p p l i e d shal l be r e p o r t e d as t h e o p e n i n g ba lance o f t h e separate 
c o m p o n e n t o f s t o c k h o l d e r s ' e q u i t y . 
• D isc losures ca l led f o r b y th i s S t a t e m e n t , t o t h e e x t e n t p rac t i cab le , shal l also be m a d e f o r 
ear l ier p e r i o d s t h a t have been res ta ted . 
( C o m m e n t p e r i o d ended D e c e m b e r 1 , 1 9 8 0 ) 
Disclosure of Interest Rate Futures Contracts and Forward and Standby Contracts ( N o v e m b e r 
14 , 1 9 8 0 ) 
— Spec i f ies t h e d isc losures r e q u i r e d f o r in teres t ra te f u t u r e s c o n t r a c t s and f o r w a r d a n d s tand -
b y c o n t r a c t s i n v o l v i n g f i n a n c i a l i n s t r u m e n t s u n t i l re la ted a c c o u n t i n g issues can be reso lved. 
— W o u l d be e f f e c t i v e f o r f iscal years e n d i n g a f t e r D e c e m b e r 1 5 , 1 9 8 0 . 
( C o m m e n t p e r i o d ended D e c e m b e r 1 5 , 1980) 
N o t e : A t t h e J a n u a r y 7 , 1981 m e e t i n g o f t h e B o a r d , i t d e c i d e d , t e n t a t i v e l y , n o t t o c o n t i n u e 
th i s p r o j e c t . 
Disclosure of Obligations: Disclosure of Unconditional Obligations ( N o v e m b e r 14 , 1 9 8 0 ) 
— C la r i f i es t h e a c c o u n t i n g f o r p r o j e c t f i n a n c i n g a r r a n g e m e n t s , t a k e - o r - p a y c o n t r a c t s , t h r o u g h -
p u t c o n t r a c t s , a n d o t h e r u n c o n d i t i o n a l o b l i g a t i o n s s im i la r t o those t y p i c a l l y associated 
w i t h p r o j e c t f i n a n c i n g a r rangemen ts . 
Def ines an u n c o n d i t i o n a l o b l i g a t i o n as an o b l i g a t i o n t o t rans fe r f u n d s t h a t is n o t depen-
d e n t o n t h e o c c u r r e n c e o f a n y s i g n i f i c a n t event o r t h e f u l f i l l m e n t o f a n y i m p o r t a n t 
c o n d i t i o n . 
• A n o b l i g a t i o n is cons ide red u n c o n d i t i o n a l even t h o u g h it is cancel lable under c i r c u m -
stances such as: 
o Hav ing t h e pe rm iss ion o f t h e o t h e r p a r t y . 
o T h e o c c u r r e n c e o f s o m e r e m o t e c o n t i n g e n c y . 
o T h e s ign ing o f a r e p l a c e m e n t ag reemen t b e t w e e n t h e same par t ies. 
o P a y m e n t o f a p e n a l t y in an a m o u n t such t h a t c o n t i n u a t i o n o f the agreement appears 
reasonab ly assured. 
T h e S t a t e m e n t does n o t a l t e r t h e a c c o u n t i n g t r e a t m e n t f o r ce r ta in u n c o n d i t i o n a l ob l iga-
t i o n s t h a t are p resen t l y r e c o r d e d as l i ab i l i t i es o n p a r t i c i p a n t s ' ba lance sheets o r t h e t reat -
m e n t o f f u t u r e o b l i g a t i o n s t h a t are s u b s t a n t i a l l y t h e same as those o b l i g a t i o n s a l ready 
reco rded as l iab i l i t ies . 
F o r o b l i g a t i o n s t h a t are recogn ized o n ba lance sheets, t h e f o l l o w i n g i n f o r m a t i o n shall be 
d isc losed , as o f t h e latest ba lance sheet p resen ted , f o r each o f t h e f ive succeeding f iscal 
years : 
• T h e c o m b i n e d aggregate a m o u n t o f m a t u r i t i e s a n d s i n k i n g f u n d r e q u i r e m e n t s f o r all 
l ong - te rm b o r r o w i n g s . 
• T h e c o m b i n e d aggregate a m o u n t o f r e d e m p t i o n r e q u i r e m e n t s f o r al l issues o f cap i ta l 
s tock t h a t are redeemab le a t f i x e d o r d e t e r m i n a b l e pr ices o n f i x e d o r d e t e r m i n a b l e 
dates. 
• T h e aggregate a m o u n t o f p a y m e n t s f o r t a k e - o r - p a y c o n t r a c t s , t h r o u g h p u t c o n t r a c t s , o r 
s im i la r u n c o n d i t i o n a l o b l i g a t i o n s t h a t have been recogn ized o n balance sheets. 
A s an i n t e r i m measure, p e n d i n g f u r t h e r w o r k o n c e r t a i n phases o f t h e C o n c e p t u a l F rame-
w o r k p r o j e c t , t h e Boa rd has c o n c l u d e d t h a t u n c o n d i t i o n a l o b l i g a t i o n s i n c l u d i n g take-or -
p a y c o n t r a c t s a n d t h r o u g h p u t c o n t r a c t s t h a t have n o t been recogn ized o n balance sheets, 
exc lus ive o f t hose l is ted b e l o w , shal l be d isc losed as f o l l o w s : 
• A b r i e f d e s c r i p t i o n o f t h e n a t u r e o f t h e o b l i g a t i o n ( s ) a n d r e l a t i o n s h i p o f t h e obl igee(s) 
t o t h e o b l i g o r . 
• T h e a m o u n t o f t h e f i x e d a n d d e t e r m i n a b l e o b l i g a t i o n ( s ) as o f t h e da te o f t h e latest 
ba lance sheet in t h e aggregate a n d , i f d e t e r m i n a b l e , f o r each o f t h e f i v e succeeding f iscal 
years. 
• A d e s c r i p t i o n o f t h e n a t u r e o f a n y var iab le c o m p o n e n t o f t h e o b l i g a t i o n ( s ) . 
• D isc losure o f t h e a m o u n t o f i m p u t e d in teres t necessary t o reduce t h e ob l i ga t i on (s ) t o 
present va lue is encouraged b u t n o t r e q u i r e d . 
o D i s c o u n t rates t o be used are s p e c i f i e d . 
Disc losures spec i f i ed above are n o t r e q u i r e d w i t h respect t o o b l i g a t i o n s : 
• R e c o r d e d as l iab i l i t i es . 
• F o r t h e p r i m a r y b e n e f i t o f e m p l o y e e s , such as salaries a n d pens ions . 
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• T o p a y taxes . 
• F o r purchase c o m m i t m e n t s . 
• F o r i t ems c lassi f ied as leases u n d e r F A S B S t a t e m e n t N o . 1 3 , Accounting for Leases. 
— W o u l d be e f f e c t i v e f o r f iscal years e n d i n g a f t e r J u n e 1 5 , 1 9 8 1 . 
• Ear l ie r a p p l i c a t i o n is e n c o u r a g e d . 
( C o m m e n t pe r i od ended J a n u a r y 1 5 , 1 9 8 1 ) 
Accounting for Franchise Fee Revenue ( D e c e m b e r 1 , 1 9 8 0 ) 
— E x t r a c t s t h e spec ia l ized p r i n c i p l e s a n d prac t ices f r o m t h e A I C P A I n d u s t r y A c c o u n t i n g 
G u i d e , Accounting for Franchise Fee Revenue, a n d establ ishes a c c o u n t i n g a n d r e p o r t i n g 
s tandards f o r fee revenue t h a t is o b t a i n e d t h r o u g h a f ranch ise agreement . 
— Spec i f ies t h a t f ranch ise fee revenue f r o m an i n d i v i d u a l f ranch ise sale o r d i n a r i l y shal l be 
recogn ized ( w i t h an a p p r o p r i a t e p r o v i s i o n f o r es t ima ted u n c o l l e c t i b l e a m o u n t s ) w h e n al l 
ma te r ia l services o r c o n d i t i o n s re la t i ng t o t h e sale have been s u b s t a n t i a l l y p e r f o r m e d o r 
sat is f ied b y t h e f r a n c h i s o r . 
• Subs tan t ia l p e r f o r m a n c e means t h a t : 
o T h e f r a n c h i s o r has n o r e m a i n i n g o b l i g a t i o n o r i n t e n t — b y ag reement , t r a d e p rac t i ce o r 
law — t o r e f u n d a n y cash received o r f o r g i v e a n y u n p a i d notes o r receivables. 
o S u b s t a n t i a l l y al l o f t h e i n i t i a l services o f t h e f r a n c h i s o r r e q u i r e d b y t h e f ranch ise 
ag reement have been p e r f o r m e d . 
o N o o t h e r m a t e r i a l c o n d i t i o n s o r o b l i g a t i o n s re la ted t o t h e d e t e r m i n a t i o n o f subs tan-
t ia l p e r f o r m a n c e e x i s t . 
— O t h e r areas covered i n c l u d e : 
• A r e a f ranch ise sales. 
• Use o f i n s t a l l m e n t a c c o u n t i n g m e t h o d s . 
• R e l a t i o n s h i p s b e t w e e n f r a n c h i s o r a n d f ranch isee . 
• C o m m i n g l e d revenue. 
• C o n t i n u i n g f ranch ise sales. 
• C o n t i n u i n g p r o d u c t sales. 
• A g e n c y sales. 
• F ranch is ing costs . 
• Reacqu i red f ranch ises . 
• Business c o m b i n a t i o n s . 
• D isc losures. 
— W o u l d be e f f e c t i v e f o r f iscal years b e g i n n i n g a f t e r J u n e 15 , 1 9 8 1 . 
• Ear l ie r a p p l i c a t i o n is e n c o u r a g e d . 
• T h e p rov is ions o f t h i s S t a t e m e n t shal l be a p p l i e d r e t r o a c t i v e l y and a n y a c c o m p a n y i n g 
f i nanc ia l s t a t e m e n t s presented f o r p r i o r pe r iods shall be res ta ted . 
( C o m m e n t pe r i od ended J a n u a r y 3 0 , 1 9 8 1 ) 
Proposed I n t e r p r e t a t i o n s 
Applicability of APB Opinion No. 21 to Television Film License Agreements, an i n t e r p r e t a -
t i o n o f A P B O p i n i o n N o . 21 ( S e p t e m b e r 2 8 , 1 9 7 9 ) 
— C o n c l u d e s t h a t A P B O p i n i o n N o . 2 1 , Interest on Receivables and Payables, app l ies t o 
receivables a n d payables ar is ing f r o m te lev is ion f i l m l icense agreements . 
• In teres t s h o u l d be i m p u t e d i f such agreements have t e r m s t h a t exceed a p p r o x i m a t e l y 
one year a n d have e i the r n o s ta ted in teres t rate or a s ta ted in terest ra te t h a t var ies f r o m 
preva i l ing in te res t rates. 
— W o u l d be e f f e c t i v e u p o n issuance. A p p l i c a t i o n w o u l d be re t roac t i ve b y res ta t ing t h e 
f i nanc ia l s t a t e m e n t s o f p r i o r pe r i ods . 
( C o m m e n t p e r i o d ended N o v e m b e r 3 0 , 1 9 7 9 ) 
( T h e Board dec ided o n J a n u a r y 2 3 , 1 9 8 0 t o de fer a c t i o n u n t i l later w h e n t h e m a t t e r 
w i l l be cons ide red w i t h t h e spec ia l ized a c c o u n t i n g p r inc ip les a n d pract ices.) 
Accounting by Oil and Gas Producing Companies for the Tax Benefits of Percentage Deple-
tion, an i n t e r p r e t a t i o n o f F A S B S t a t e m e n t No . 19 ( J u l y 3 1 , 1980) 
— Clar i f ies c e r t a i n p rov is ions o f F A S B S t a t e m e n t N o . 19, Financial Accounting and Report-
ing by Oil and Gas Producing Companies, as i t relates t o a c c o u n t i n g f o r t h e t a x bene f i t s o f t h e 
excess o f percentage d e p l e t i o n over cos t d e p l e t i o n o t h e r w i s e a l l o w a b l e as a t a x d e d u c t i o n . 
— W o u l d be e f f e c t i v e f o r f i n a n c i a l s t a t e m e n t s f o r f iscal years beg inn ing a f t e r D e c e m b e r 15, 
1 9 8 0 . 
( C o m m e n t p e r i o d ended O c t o b e r 3 1 , 1 9 8 0 ) 
N o t e : A t t h e J a n u a r y 7, 1981 m e e t i n g o f t h e B o a r d , i t d e c i d e d , t e n t a t i v e l y , n o t t o c o n t i n u e 
w i t h t h i s p r o j e c t . 
Disclosure of Obligations: Disclosure of Indirect Guarantees of Indebtedness of Others, an 
i n t e r p r e t a t i o n o f F A S B S t a t e m e n t N o . 5 ( N o v e m b e r 14, 1980) 
— States t h a t t h e t e r m "guaran tees o f indebtedness o f o t h e r s " in paragraph 12 o f F A S B 
S t a t e m e n t N o . 5 , Accounting for Contingencies, inc ludes i n d i r e c t guarantees o f i n d e b t e d -
ness o f o the rs . 
— A n i n d i r e c t guarantee arises u n d e r an ag reemen t t h a t ob l igates o n e e n t i t y t o t rans fe r f u n d s 
t o a second e n t i t y u p o n t h e o c c u r r e n c e o f spec i f ied events, u n d e r c o n d i t i o n s w h e r e b y : 
• T h e f u n d s are legal ly ava i lab le t o c r e d i t o r s o f t h e second e n t i t y . 
• T h e c r e d i t o r s m a y e n f o r c e t h e second e n t i t y ' s c la ims against t h e f i r s t e n t i t y u n d e r t h e 
agreement . 
— E x a m p l e s o f i n d i r e c t guarantees i n c l u d e : 
• A g r e e m e n t s t o advance f u n d s i f a second e n t i t y ' s i n c o m e coverage o f f i x e d charges o r 
w o r k i n g cap i ta l fa l ls b e l o w a spec i f ied m i n i m u m . 
• A general pa r tne r ' s r e s p o n s i b i l i t y f o r t h e indebtedness o f a p a r t n e r s h i p . 
— W o u l d be e f f e c t i v e f o r f iscal years e n d i n g a f t e r J u n e 15, 1 9 8 1 . 
• Ear l ier a p p l i c a t i o n is encouraged . 
( C o m m e n t p e r i o d ended J a n u a r y 1 5 , 1 9 8 1 ) 
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Accounting for Exploratory Wells in Progress at the End of a Period, an i n t e r p r e t a t i o n o f 
F A S B S t a t e m e n t No . 19 ( N o v e m b e r 2 6 , 1980) 
— Spec i f ies t h a t i f an e x p l o r a t o r y w e l l o r e x p l o r a t o r y - t y p e s t r a t i g r a p h i c test w e l l is in p r o -
gress a t t h e end o f a p e r i o d and t h e w e l l is d e t e r m i n e d n o t t o have f o u n d p r o v e d reserves 
( i .e. , d e t e r m i n e d t o be a d r y ho le) b e f o r e t h e f i n a n c i a l r e p o r t s f o r t h a t p e r i o d are issued, t h e 
costs i n c u r r e d t h r o u g h t h e end o f t h e p e r i o d , ne t o f a n y salvage va lue, shal l be charged t o 
expense f o r t h a t p e r i o d . 
— W o u l d be e f f e c t i v e f o r f iscal years beg inn ing a f t e r J u n e 15, 1981 and f o r i n t e r i m a c c o u n t -
ing p e r i o d s w i t h i n those f iscal years. 
• Ear l ie r a p p l i c a t i o n is encou raged . 
( C o m m e n t p e r i o d ends F e b r u a r y 2 5 , 1981) 
Criteria for Applying the Equity Method of Accounting for Investments in Common Stock, 
an i n t e r p r e t a t i o n o f A P B O p i n i o n No . 18 ( D e c e m b e r 19, 1 9 8 0 ) 
— C lar i f ies t h e c r i t e r i a f o r a p p l y i n g t h e e q u i t y m e t h o d o f a c c o u n t i n g f o r inves tments o f 5 0 
p e r c e n t o r less o f t h e v o t i n g s tock o f an investee en te rp r i se ( o t h e r t h a n a c o r p o r a t e j o i n t 
v e n t u r e ) . 
• Paragraph 17 o f A P B O p i n i o n N o . 18, The Equity Method of Accounting for Invest-
ments in Common Stock, states t h a t 2 0 pe rcen t o r m o r e o f t h e v o t i n g s tock o f an i n -
vestee s h o u l d lead t o a p r e s u m p t i o n t h a t in t h e absence o f ev idence t o t h e c o n t r a r y an 
inves tor has t h e a b i l i t y t o exerc ise s i g n i f i c a n t i n f l u e n c e over an investee. 
— Th i s I n t e r p r e t a t i o n c la r i f ies t h a t t h e p r e s u m p t i o n s are t o be a p p l i e d using j u d g m e n t . T h e 
p r e s u m p t i o n s rema in in place unless t h e y are o v e r c o m e b y s u f f i c i e n t ev idence t o t h e c o n -
t r a r y . 
— Ev idence t h a t an investor o w n i n g 2 0 percen t o r m o r e m a y be unab le t o exercise s i g n i f i c a n t 
i n f l u e n c e over t h e investee's o p e r a t i n g and f i nanc ia l po l ic ies requ i res an eva lua t i on o f al l 
t h e fac ts a n d c i r cums tances re la t ing t o t h e i nves tmen t . 
• E x a m p l e o f i n d i c a t i o n s o f such i n a b i l i t y i n c l u d e : 
o T h e investee asserts t h a t t h e inves tor is unab le t o exerc ise s ign i f i can t i n f l uence b y 
f i l i n g a l awsu i t , m a k i n g a c o m p l a i n t t o a p p r o p r i a t e g o v e r n m e n t a l r e g u l a t o r y a u t h o r i -
t ies, o r o t h e r means. 
o T h e inves tor a n d investees sign a s tands t i l l ag reemen t u n d e r w h i c h t h e inves tor sur-
renders s i g n i f i c a n t r igh ts as a shareho lder . 
o M a j o r i t y o w n e r s h i p is c o n c e n t r a t e d a m o n g a smal l g r o u p o f shareho lders w h o opera te 
t h e investee w i t h o u t regard t o t h e v iews o f t h e investor . 
o T h e investor is u n a b l e t o o b t a i n t h e f inanc ia l i n f o r m a t i o n necessary t o a p p l y t h e 
e q u i t y m e t h o d . 
o T h e investee t r ies and fa i ls t o o b t a i n rep resen ta t i on o n t h e investee's boa rd o f 
d i r e c t o r s . 
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• T h e l ist is i l l us t ra t i ve and n o t a l l - inc lus ive . N o n e o f t h e i n d i v i d u a l f a c t o r s is conc lus i ve , 
b u t i f a n y o f those o r s im i la r f a c t o r s are present an investor w i t h o w n e r s h i p o f 2 0 per-
c e n t o r m o r e shall eva luate all fac ts and c i r cums tances re la t ing t o t h e i n v e s t m e n t t o 
reach an a p p r o p r i a t e j u d g m e n t . 
— W o u l d be e f f e c t i v e f o r f iscal years beg inn ing a f t e r J u n e 2 5 , 1 9 8 1 . 
• Ear l ier a p p l i c a t i o n is encouraged . 
• Changes in t h e m e t h o d o f a c c o u n t i n g f o r i nves tmen ts requ i red b y th i s i n t e r p r e t a t i o n 
w o u l d be in accordance w i t h paragraphs 19( l ) a n d (m) o f A P B O p i n i o n N o . 18. 
Proposed T e c h n i c a l B u l l e t i n s 
80-C — C u r r e n t Cost o f M o t i o n P ic tu re F i l m s . 
8 0 - D — C lass i f i ca t ion as M o n e t a r y o r N o n m o n e t a r y I tems. 
8 0 - E — M u l t i e m p l o y e r Pension Plans A m e n d m e n t A c t o f 1 9 8 0 . 
8 0 - F — O f f s e t t i n g In teres t Cost t o be Cap i ta l i zed w i t h In teres t I n c o m e . 
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D I S C U S S I O N M E M O R A N D A I S S U E D — F o r w h i c h E x p o s u r e D r a f t s have n o t been issued t o d a t e 
C o n c e p t s 
Criteria for Determining Materiality ( Issued M a r c h 1 9 7 5 , p u b l i c hear ing he ld M a y 2 0 , 1 9 7 6 ) 
(The p r o j e c t has been c o m b i n e d w i t h t h e Qualitative Characteristics p r o j e c t . ) 
— T h e o b j e c t i v e o f t h e B o a r d is t o estab l ish m a t e r i a l i t y c r i t e r ia w h i c h , w h e n a p p l i e d , w i l l 
resul t in cons is ten t f i nanc ia l r e p o r t i n g o f m a t t e r s necessary f o r an u n d e r s t a n d i n g o f an 
en te rp r ise 's f i n a n c i a l ac t i v i t i es . Such c r i t e r i a s h o u l d be capable o f p rac t i ca l a p p l i c a t i o n t o 
va r ious t y p e s o f i t ems in v a r y i n g c i r c u m s t a n c e s . 
— T h e scope o f t h i s p r o j e c t is l i m i t e d t o c o n s i d e r a t i o n o f c r i t e r i a f o r d e t e r m i n i n g m a t e r i a l i t y 
app l i cab le o n l y t o t h e general pu rpose f i n a n c i a l s ta temen ts o f p r o f i t - o r i e n t e d enterpr ises . 
— Focus is o n m a t e r i a l i t y in f i n a n c i a l a c c o u n t i n g a n d r e p o r t i n g . H o w e v e r , t h e resul ts o f t h e 
p r o j e c t m a y be useful in a n y c o n s i d e r a t i o n o f m a t e r i a l i t y in a u d i t i n g . 
— T h e Discuss ion M e m o r a n d u m is d e v e l o p e d a l o n g t w o m a j o r l ines o f i n q u i r y : 
• T o p r o v i d e users an o v e r v i e w o f t h e c o m p l e x i t i e s o f t h e a c c o u n t i n g a n d r e p o r t i n g p r o -
cess and o f t h e resu l t ing p rac t i ca l d i f f i c u l t i e s c o n f r o n t i n g t h o s e w h o m a k e dec is ions 
i n v o l v i n g t h e d e t e r m i n a t i o n o f m a t e r i a l i t y , a n d 
• T o p r o v i d e preparers a n d a u d i t o r s w i t h an o v e r v i e w o f t h e needs and e x p e c t a t i o n s o f t h e 
p r i m a r y users o f f i n a n c i a l s t a t e m e n t s . 
— T h e basic issues set f o r t h in t h e Discuss ion M e m o r a n d u m f o c u s o n the o r i e n t a t i o n a n d 
f r a m e o f re fe rence , a n d t h e level o f s p e c i f i c i t y o f c r i t e r i a f o r d e t e r m i n i n g m a t e r i a l i t y as w e l l 
as t h e m o d e o f express ion o f t h e c r i t e r i a — f o r e x a m p l e , q u a n t i t a t i v e , q u a l i t a t i v e or some 
c o m b i n a t i o n o f t h e t w o . I m p l e m e n t a t i o n issues are set f o r t h t o e l i c i t c o m m e n t s h e l p f u l in 
d e v e l o p i n g spec i f i c c r i t e r i a . 
Conceptual Framework for Financial Accounting and Reporting: Elements of Financial 
Statements and Their Measurement ( Issued D e c e m b e r 2 , 1 9 7 6 , p u b l i c hear ings he ld o n Part I 
o n A u g u s t 1, 1977 and o n Parts II and I I I o n J a n u a r y 16, 1 9 7 8 ) 
— T h e Board ' s p r o j e c t o n a c o n c e p t u a l f r a m e w o r k f o r f i nanc ia l a c c o u n t i n g a n d r e p o r t i n g is a 
m a j o r , c o n t i n u i n g p r o j e c t t h a t is be ing ca r r ied o u t in several phases. 
— T h e Discuss ion M e m o r a n d u m c o n t a i n s n o c o n c l u s i o n s o f t h e B o a r d . T h e M e m o r a n d u m is 
d i v i d e d i n t o t h ree par ts : 
• D e f i n i n g t h e e lemen ts o f f i nanc ia l s t a t e m e n t s (Part I ) . 
• I d e n t i f y i n g t h e q u a l i t a t i v e charac te r i s t i cs o f f i nanc ia l i n f o r m a t i o n (Part I I ) . 
• Se lec t ing t h e a t t r i b u t e s o f t h e e lemen ts t h a t s h o u l d be measured (Part I I I ) . 
— Part I relates t o t h e d e f i n i t i o n o f t h e e lemen ts o f f i nanc ia l s ta tements . 
• One o f t h e c r i t i ca l issues is t h e c o n c e p t u a l v i e w o f earnings. T w o p r i n c i p a l c o n c e p t u a l 
v iews o f earn ings are advanced : 
o T h e asset and l i a b i l i t y v i e w , u n d e r w h i c h earn ings are d e t e r m i n e d as a measure o f t h e 
change in net e c o n o m i c resources. 
o T h e revenue and expense v i e w , w h i c h focuses on t h e m a t c h i n g process and o n revenue 
a n d expense measu remen t . 
• S t a t e m e n t o f F inanc ia l A c c o u n t i n g C o n c e p t s N o . 3, Elements of Financial Statements 
of Business Enterprises, D e c e m b e r 1 9 8 0 , was issued o n th i s pa r t . H o w e v e r , i t d e f e r r e d 
d e f i n i n g " e a r n i n g s " u n t i l a later phase o f t h e C o n c e p t u a l F r a m e w o r k p r o j e c t . 
— Part II c o n c e n t r a t e s o n t h e q u a l i t a t i v e charac te r i s t i cs o f f i nanc ia l i n f o r m a t i o n . O f special 
c o n c e r n is h o w qua l i t i es t h a t are a l ready w i d e l y accep ted can b e c o m e e f f e c t i v e c r i t e r i a o r 
s tandards . 
• S t a t e m e n t o f F inanc ia l A c c o u n t i n g Concep ts N o . 2 , Qualitative Characteristics of 
Accounting Information, M a y 1 9 8 0 , was issued o n th i s par t . 
— Part III deals w i t h t h e m e a s u r e m e n t o f t h e e lemen ts o f f i nanc ia l s t a t e m e n t s a n d focuses o n 
t h e se lec t ion o f t h e a t t r i b u t e s o f those e lements t h a t are t o be measured a n d t h e se lec t ion 
o f t h e u n i t o f m e a s u r e m e n t . 
• F A S B S t a t e m e n t N o . 3 3 , Financial Reporting and Changing Prices, a n d F A S B S t a t e m e n t 
Nos. 3 9 - 4 1 , Financial Reporting and Changing Prices: Specialized Assets, are cons ide red 
b y t h e B o a r d t o be phases o f the m e a s u r e m e n t p r o j e c t . 
• N o E x p o s u r e D r a f t has been issued o n t h e c o n c e p t s f o r m e a s u r e m e n t o f t h e e lements o f 
f i n a n c i a l s ta temen ts . 
Reporting Earnings ( Issued J u l y 3 1 , 1 9 7 9 , p u b l i c hear ings he ld o n D e c e m b e r 3 a n d 4 , 1979) 
— T h e p r o j e c t o n r e p o r t i n g earn ings focuses m a i n l y o n ques t i ons o f d isc losure . I t raises issues 
c o n c e r n i n g d i sc losu re o f c o m p o n e n t s o f earn ings n o t n o w d i s p l a y e d , a n d t h e e x c l u s i o n o f 
s o m e c o m p o n e n t s o f earn ings f r o m t h e c o m p u t a t i o n o f ne t earn ings f o r t h e c u r r e n t year . 
• T h e m a i n pu rpose o f t h e Discuss ion M e m o r a n d u m is t o cons ider w h e t h e r t h e bene f i t s o f 
a d d i t i o n a l d isc losures m a y exceed t h e associated cos ts . 
• T h e p r o j e c t over laps t w o o t h e r p r o j e c t s o f the B o a r d : 
o F inanc ia l S t a t e m e n t s / F i n a n c i a l R e p o r t i n g 
o R e p o r t i n g F u n d s F l o w a n d L i q u i d i t y 
• T h e c o n c e p t o f earn ings used in th i s p r o j e c t is t h e increase in ne t assets o r o w n e r s ' 
e q u i t y f r o m al l t r ansac t i ons a n d o t h e r events and c i r cums tances a f f e c t i n g t h e en te rp r i se 
d u r i n g t h e p e r i o d , e x c l u d i n g t h e e f fec ts o f ce r ta in t ransac t ions w i t h o w n e r s . 
— T h e a p p l i c a b i l i t y o f t h e conc lus i ons o f F A S B S t a t e m e n t o f F inanc ia l A c c o u n t i n g C o n c e p t s 
N o . 1 , Objectives of Financial Reporting by Business Enterprises, t o t h e r e p o r t i n g o f i n f o r -
m a t i o n o n earn ings is discussed t o der ive c r i t e r i a f o r dec id ing w h i c h r e p o r t i n g a l te rna t ives 
are t o be p r e f e r r e d . 
• Spec i f i c a t t e n t i o n is d e v o t e d t o va r ious user needs, such as: 
o Assessing t h e v o l u m e o f regular ac t i v i t i es a n d t h e revenues genera ted b y those 
ac t i v i t i es . 
o Assessing earn ings f r o m regular ac t i v i t i es , w h i c h requ i res t h e assessment o f regular 
expenses. 
o I n f o r m a t i o n a b o u t i r regu lar revenues, expenses, gains, and losses. 
• A d d i t i o n a l c o n s i d e r a t i o n is g iven t o t h e f o r m o f p r e s e n t a t i o n a n d t o s u m m a r y i nd i ca to rs 
and ra t ios , such as earnings-per-share i n f o r m a t i o n a n d rates o n cap i ta l e m p l o y e d . 
— T h e n ine spec i f i c issues raised in t h e Discussion M e m o r a n d u m deal w i t h such mat te rs as: 
• T h e deta i l in w h i c h v o l u m e o f a c t i v i t y a n d regular revenues is t o be r e p o r t e d . 
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• T h e m a n n e r o f r e p o r t i n g regular expenses; f o r e x a m p l e , as f i x e d a n d va r iab le , o r in 
f u n c t i o n a l categor ies . 
• T h e c r i t e r i a t o be used f o r i d e n t i f y i n g i r regu lar revenues, expenses, gains and losses. 
• Single-step versus m u l t i p l e - s t e p i n c o m e s t a t e m e n t s . 
• T h e e x c l u s i o n o f a n y c o m p o n e n t s o f earn ings f r o m t h e earnings s t a t e m e n t f o r t h e 
c u r r e n t p e r i o d , a n d inc lus ion o f t h e m in a separate s t a t e m e n t or as a d i rec t a d j u s t m e n t 
t o e q u i t y in te res t . 
• T h e p r e s e n t a t i o n o f a f ive-year s u m m a r y o f earn ings. 
— T w o a d v i s o r y issues i n c l u d e d in t h e Discussion M e m o r a n d u m deal w i t h ce r ta in aspects o f 
cash f l o w r e p o r t i n g a n d t h e r e p o r t i n g o f an earn ings fo recas t . 
R e p o r t i n g F u n d s F l o w s , L i q u i d i t y , a n d F inanc ia l F l e x i b i l i t y ( Issued D e c e m b e r 15, 1 9 8 0 , 
p u b l i c hear ings t o be h e l d M a y 1 1 , 12, 13, 1 9 8 1 ) 
— T h e Discuss ion M e m o r a n d u m focuses o n t h e issues re la t ing t o t h e r e p o r t i n g o f i n f o r m a t i o n 
o n past f u n d s f l o w s , l i q u i d i t y , and f i nanc i a l f l e x i b i l i t y : 
• H o w t h e i n f o r m a t i o n is use fu l . 
• W h a t i n f o r m a t i o n w o u l d be m o s t use fu l . 
• H o w t h e i n f o r m a t i o n s h o u l d be p resen ted . 
— T h e p r o j e c t was u n d e r t a k e n by t h e B o a r d f o r t h e f o l l o w i n g reasons: 
• Users o f f i n a n c i a l i n f o r m a t i o n have s h o w n increased in teres t in t h e i n f o r m a t i o n . 
• C o n c e r n has been expressed a b o u t t h e e f fec t iveness o f e x i s t i n g p rac t i ces o f r e p o r t i n g . 
• T h e p r o j e c t f o r m s an in tegra l p a r t o f t h e d e v e l o p m e n t o f t h e Board 's C o n c e p t u a l F rame-
w o r k p r o j e c t . 
— A m o n g t h e issues t o w h i c h responden ts are urged t o r e p l y are t h e f o l l o w i n g : 
• S h o u l d p r e s e n t a t i o n o f a f u n d s s t a t e m e n t c o n t i n u e t o be r e q u i r e d a n d s h o u l d t h e re-
q u i r e m e n t e x t e n d t o al l t y p e s o f enterpr ises? 
• W h a t c o n c e p t o f f u n d s s h o u l d be a d o p t e d as t h e f o c u s o f t h e f u n d s f l o w s s ta temen t? 
o W o r k i n g cap i ta l? 
o N e t c u r r e n t m o n e t a r y assets? 
o Cash a n d s h o r t - t e r m inves tments? 
o Cash? 
• S h o u l d t h e F A S B prescr ibe one p a r t i c u l a r r e p o r t i n g f o r m a t f o r t h e f u n d s s ta temen t? 
o C o n s i d e r a t i o n s h o u l d be g iven t o : 
• D i v i d i n g f u n d s f l o w s i n t o t w o categor ies : sources a n d uses. 
• D i v i d i n g f u n d s f l o w s i n t o t h ree ca tegor ies : o p e r a t i n g ac t i v i t i es , inves t ing ac t i v i t i es , 
f i n a n c i n g ac t iv i t ies . 
• G r o u p i n g i tems t o h i g h l i g h t c e r t a i n c o m p o n e n t s o f f u n d s f l o w s , such as f u n d s p r o -
v i d e d b y c o n t i n u i n g o p e r a t i o n s , and f u n d s associated w i t h e x t r a o r d i n a r y i tems. 
• T h e c r i t e r i a f o r d e t e r m i n i n g t h e i n d i v i d u a l l ine i t ems t o be r e p o r t e d in t h e f u n d s 
s t a t e m e n t . 
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• S h o u l d i n f o r m a t i o n be p r o v i d e d a b o u t f u n d s f l o w s o f segments o f an en te rpr ise? 
• S h o u l d t h e r e be o n e o r m o r e f i nanc ia l s ta temen ts , apar t f r o m t h e f u n d s s t a t e m e n t , re-
p o r t i n g changes in asset s t r u c t u r e and f i nanc ia l s t r u c t u r e ? 
• S h o u l d s u p p l e m e n t a r y i n f o r m a t i o n a b o u t t h e e f fec ts o f chang ing pr ices i nc lude i n f o r -
m a t i o n a b o u t t h e e f fec ts o n t h e f u n d s avai lable f o r e x p a n s i o n a n d d i s t r i b u t i o n ? 
• S h o u l d f i nanc ia l repo r t s p r o v i d e i n f o r m a t i o n a b o u t t h e l i q u i d i t y o f assets a n d l iab i l i t ies? 
• S h o u l d f i nanc ia l r e p o r t s p r o v i d e i n f o r m a t i o n a b o u t t h e f i nanc i a l f l e x i b i l i t y o f an enter-
prise? 
Standards 
Accounting for Research and Development and Similar Costs ( Issued D e c e m b e r 2 8 , 1 9 7 3 , 
p u b l i c hear ing he ld o n M a r c h 15 , 1974) 
— T h e par ts dea l ing w i t h research and d e v e l o p m e n t costs resu l ted in F A S B S t a t e m e n t N o . 2 , 
Accounting for Research and Development Costs. 
— T h e par ts dea l ing w i t h d e v e l o p m e n t stage c o m p a n i e s are dea l t w i t h in F A S B S t a t e m e n t 
N o . 7, Accounting and Reporting by Development Stage Enterprises. 
— T h e par ts dea l ing w i t h " S i m i l a r C o s t s " have n o t y e t resu l ted in a n y a c t i o n b y t h e F A S B . 
These deal p r i m a r i l y w i t h p r e o p e r a t i n g a n d p l a n t s ta r t -up costs, m a r k e t research, p r o d u c t 
p r o m o t i o n costs , p l a n t re loca t i ons , assembly - l i ne rear rangements , h o t e l and s to re o p e n i n g 
costs, and o t h e r costs (such as insurance a c q u i s i t i o n cos ts ) . T h e Boa rd a n n o u n c e d t h a t i t 
has n o plans at t h i s t i m e f o r f u r t h e r d e l i b e r a t i o n s o n costs s im i la r t o R & D . Such cons idera-
t i o n is t o a w a i t c o m p l e t i o n o f t h e C o n c e p t u a l F r a m e w o r k f o r a c c o u n t i n g and r e p o r t i n g . 
Accounting for Business Combinations and Purchased Intangibles ( Issued A u g u s t 19, 1 9 7 6 ; 
t h e p u b l i c hear ing o r i g i n a l l y schedu led f o r M a y 1977 was cance l led a n d w i l l be rescheduled 
some t i m e a f te r t h e issuance o f a S t a t e m e n t o n e lements o f f i nanc ia l s t a t e m e n t s o f business 
enterpr ises) 
— T h e ob jec t i ve o f t h i s p r o j e c t is t o d e t e r m i n e a p p r o p r i a t e f i nanc ia l a c c o u n t i n g and r e p o r t i n g 
s tandards f o r business c o m b i n a t i o n s and purchased in tang ib les w i t h i n t h e e x i s t i n g f r a m e -
w o r k o f h is to r i ca l -cos t f i nanc ia l s t a t e m e n t s . 
— T h e m e m o r a n d u m is d i v i d e d i n t o t h ree levels. 
— T h e f i r s t level deals w i t h basic and i m p l e m e n t a l issues i nvo l v ing choices a b o u t a l te rna t i ve 
p rocedures f o r g iv ing e f f e c t t o c o n c e p t u a l dec is ions, i n c l u d i n g such basic issues as: 
• H o w s h o u l d t h e i d e n t i f i a b l e assets a n d l iab i l i t i es o f t h e c o n s t i t u e n t c o m p a n i e s be ac-
c o u n t e d f o r in t h e c o m b i n e d en te rp r ise 's f i nanc ia l s ta tements? 
• H o w s h o u l d pos i t i ve g o o d w i l l be a c c o u n t e d f o r in a c o m b i n a t i o n ? 
• H o w s h o u l d t h e excess o f t h e c u r r e n t va lue o f a c o n s t i t u e n t c o m p a n y ' s net i d e n t i f i a b l e 
assets over t h e aggregate cos t f o r t h a t c o m p a n y be a c c o u n t e d fo r? 
• H o w s h o u l d purchased in tang ib les be a c c o u n t e d f o r ? 
A series o f i m p l e m e n t a t i o n issues s u r r o u n d s these basic issues. 
— T h e second level o f t h e m e m o r a n d u m addresses techn i ca l issues or aspects o f a p p l y i n g ac-
c o u n t i n g s tandards t o spec i f i c business c o m b i n a t i o n s , i n c l u d i n g such m a t t e r s as i n c o m e tax 
a c c o u n t i n g , t r e a t m e n t o f c o n t i n g e n t c o n s i d e r a t i o n , t r e a t m e n t o f a c c o u n t i n g changes, e tc . 
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— T h e t h i r d level o f t h e m e m o r a n d u m inc ludes t e n append ices t h a t p r o v i d e b a c k g r o u n d o r 
de ta i led i n f o r m a t i o n re la ted t o va r ious issues. 
Interim Financial Accounting and Reporting ( Issued M a y 2 5 , 1 9 7 8 , p u b l i c hear ing he ld o n 
S e p t e m b e r 2 6 , 1 9 7 8 . P ro jec t is inac t ive . F u t u r e w o r k w i l l be d e t e r m i n e d a f te r t h e issuance 
o f a S t a t e m e n t o n e lemen ts o f f i n a n c i a l s t a t e m e n t s o f business enterpr ises.) 
— T h e cen t ra l o b j e c t i v e o f th i s p r o j e c t is t o d e t e r m i n e a p p r o p r i a t e a c c o u n t i n g and r e p o r t i n g 
s tandards f o r f i n a n c i a l s ta temen ts a n d s u m m a r i z e d f i nanc ia l data cover ing per iods sho r te r 
t h a n a year . 
— T h e scope o f t h e p r o j e c t embraces al l issues cons ide red in A P B O p i n i o n N o . 2 8 , Interim 
Financial Reporting, F A S B S t a t e m e n t N o . 3 , Reporting Accounting Changes in Interim 
Financial Statements, and F A S B I n t e r p r e t a t i o n N o . 18 , Accounting for Income Taxes in 
Interim Periods, a n d o t h e r re levant issues such as i n t e r i m p e r i o d segment i n f o r m a t i o n 
d isc losure a n d p r i o r p e r i o d a d j u s t m e n t s . 
• A n y resu l t i ng S t a t e m e n t w o u l d n o t m o d i f y a c c o u n t i n g s tandards f o r an annua l p e r i o d . 
• M e a s u r e m e n t a l te rna t i ves t o be cons ide red are l i m i t e d t o those f o u n d u n d e r the present 
a c c o u n t i n g m o d e l . 
• T h e p r o j e c t w i l l n o t m o d i f y t h e p rov is ions o f t h e A d d e n d u m t o A P B O p i n i o n N o . 2 , 
Accounting for the "Investment Credit," b u t a d d i t i o n a l d isc losures m a y be requ i red o f 
covered indus t r ies . 
— T h e Discuss ion M e m o r a n d u m addresses e igh t basic issues: 
• T h e ob jec t i ves , uses, e lemen ts , a n d q u a l i t a t i v e charac ter is t i cs o f i n t e r i m f i nanc ia l r e p o r t s 
versus those o f a n n u a l r e p o r t s . 
• I n t e r i m p e r i o d expense r e c o g n i t i o n a n d m e a s u r e m e n t . 
o I n t e r i m p e r i o d v i e w e d as an in tegra l p a r t o f an annua l p e r i o d , 
o I n t e r i m p e r i o d v i e w e d as a d iscre te segment o f h i s t o r y . 
o A d o p t i o n o f b o t h in tegra l and d iscre te v i e w p o i n t s , w i t h select ive a p p l i c a t i o n t o 
d i f f e r e n t t y p e s o f t ransac t ions or events . 
• D e t e r m i n a t i o n o f i n t e r i m i n v e n t o r y u n d e r L I F O . 
• Basis o f p r o v i s i o n f o r es t ima ted i n t e r i m p e r i o d i n c o m e taxes. 
o E s t i m a t e d e f f e c t i v e t a x rate f o r t h e yea r . 
o I n c o m e t a x expense app l i cab le t o i n t e r i m p e r i o d i n c o m e . 
o S o m e c o m b i n a t i o n o f t h e t w o m e t h o d s . 
• T r e a t m e n t o f p r i o r p e r i o d a d j u s t m e n t s . 
• I n t e r i m p e r i o d d isc losure r e q u i r e m e n t s . 
• A p p l i c a b i l i t y o f i n t e r i m p e r i o d r e p o r t i n g r e q u i r e m e n t s t o d i f f e r e n t business enterpr ises ; 
f o r e x a m p l e , all en terpr ises , o n l y p u b l i c l y he ld en terpr ises , e tc . 
• A p p l i c a t i o n o f a s t a n d a r d on a r e t r o a c t i v e or p rospec t i ve basis. 
Effect of Rate Regulation on Accounting for Regulated Enterprises ( Issued D e c e m b e r 3 1 , 
1 9 7 9 ; p u b l i c hear ings h e l d o n M a y 2 8 and 2 9 , 1 9 8 0 ) 
— T h e Discuss ion M e m o r a n d u m focuses o n t h e e f f e c t o f rate r e g u l a t i o n o n f i nanc i a l a c c o u n t -
ing a n d r e p o r t i n g f o r enterpr ises w h o s e pr ices are regu la ted b y g o v e r n m e n t a l agencies. 
• A l t h o u g h t h e p r i m a r y emphas is is o n p u b l i c u t i l i t i e s and hea l th care o r g a n i z a t i o n s , c o n -
s i d e r a t i o n is also g iven t o o t h e r regu la ted indus t r ies such as a i r l i nes , m o t o r car r iers , ra i l -
roads, and insurance. 
• Rate regu la ted indus t r ies are c lassi f ied b y t y p e o f r e g u l a t i o n : 
o I n d i v i d u a l cos t o f service — p u b l i c u t i l i t i e s 
o G r o u p ra te se t t ing — a i r l ines , insurance , m o t o r carr iers , a n d ra i l r oads 
o C o m b i n a t i o n o f i n d i v i d u a l cost o f service and g r o u p rate s e t t i n g — h e a l t h care o rgan i -
z a t i o n s 
T h e ob jec t i ves o f t h i s p r o j e c t are t h r e e f o l d : 
• T o d e t e r m i n e w h e t h e r t h e r e are c i r c u m s t a n c e s t h a t w o u l d s u p p o r t a d i f f e r e n t app l i ca -
t i o n o f genera l l y accep ted a c c o u n t i n g p r i n c i p l e s b y regu la ted en te rp r i ses in genera l -
pu rpose f i n a n c i a l s t a t e m e n t s t h a n is a p p l i e d b y n o n r e g u l a t e d en te rpr ises . 
• T o i d e n t i f y a n y such c i r cums tances , p r i n c i p a l l y resu l t i ng f r o m ra te m a k i n g , a n d t o de ter 
m i n e a n y i m p a c t t h e y s h o u l d have o n t h e i d e n t i f i c a t i o n a n d m e a s u r e m e n t o f assets, 
l iab i l i t ies , revenues, a n d expenses. 
• T o establ ish c r i t e r i a f o r recogn iz ing w h e n c i r cums tances ex is t t h a t s h o u l d be re f l ec ted in 
t h e a p p l i c a t i o n o f genera l l y accep ted a c c o u n t i n g p r i n c i p l e s b y regu la ted enterpr ises . 
I m p e t u s f o r t h e s t u d y came f r o m t h e S E C a n d t h e A l C P A ' s A c c o u n t i n g S t a n d a r d s D iv i s ion 
• T h e SEC reques ted t h e F A S B t o recons ider t h e A d d e n d u m , " A c c o u n t i n g Pr inc ip les f o r 
Regu la ted I n d u s t r i e s , " t o A P B O p i n i o n N o . 2 , Accounting for the "Investment Credit." 
o T h e C o m m i s s i o n n o t e d p r o b l e m s w i t h t h e A d d e n d u m , such as c o n f u s i o n over t h e 
a p p l i c a b i l i t y o f F A S B S t a t e m e n t N o . 13 , Accounting for Leases, t o ra te - regu la ted 
enterpr ises , a n d , in genera l , d e f i n i n g w h a t is n o t a ra te- regu la ted en te rp r i se . 
• T h e A l C P A ' s c o n c e r n s t e m m e d f r o m t h e v a r i e t y o f i n t e r p r e t a t i o n s , in p r a c t i c e , o f t h e 
A d d e n d u m , a n d t h e increasing d i f f i c u l t y o f i d e n t i f y i n g t h e indus t r ies t o w h i c h t h e 
A d d e n d u m s h o u l d a p p l y . 
T h e Discuss ion M e m o r a n d u m inc ludes e leven k e y issues and t w e n t y - s i x subissues. 
• T h e t h r e s h o l d issue, t o w h i c h an a f f i r m a t i v e answer w o u l d render t h e r e m a i n i n g issues 
largely i r re levan t , is, " S h o u l d a c c o u n t i n g p rescr ibed b y r e g u l a t o r y a u t h o r i t i e s be c o n -
s idered in a n d o f i tsel f genera l l y accep ted f o r purposes o f f i n a n c i a l r e p o r t i n g b y rate-
regu la ted e n t e r p r i s e s ? " 
• T h e r e m a i n i n g t e n k e y issues deal w i t h such q u e s t i o n s as: 
o Does ra te r e g u l a t i o n , o r o n l y spec i f i c t y p e s o f ra te r e g u l a t i o n , i n t r o d u c e an e c o n o m i c 
d i m e n s i o n t h a t s h o u l d a f f e c t t h e a p p l i c a t i o n o f genera l l y accep ted a c c o u n t i n g 
p r inc ip les? 
o S h o u l d a n y p r o n o u n c e m e n t o n t h i s sub jec t issued b y t h e Boa rd i d e n t i f y spec i f i c in -
dus t r ies a f f e c t e d , o r s h o u l d t h e p r o n o u n c e m e n t deal w i t h concep ts and c r i t e r i a f o r 
a p p l i c a t i o n ? 
o S h o u l d t h e f i nanc ia l s t a t e m e n t s o f a regu la ted en te rp r i se disclose t h e e f f e c t o f d i f f e r -
ences b e t w e e n those s t a t e m e n t s a n d w h a t t h e y w o u l d be if t h e en te rp r i se w e r e n o n -
regula ted? 
o H o w s h o u l d a n y n e w s tandards o n a c c o u n t i n g f o r t h e i m p a c t o f ra te r e g u l a t i o n be 
app l ied? 
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I N V I T A T I O N S T O C O M M E N T 
Evaluation of FASB Statements in Effect at Least Two Years ( Issued M a y 3 1 , 1 9 7 8 ) 
— Inv i tes w r i t t e n c o m m e n t s f r o m f i n a n c i a l s t a t e m e n t preparers , a u d i t o r s , users and o the rs 
a b o u t t h e i r exper iences in a p p l y i n g F A S B S t a t e m e n t s Nos. 1-12 and in using t h e resu l t ing 
f i nanc ia l i n f o r m a t i o n . 
— C o m m e n t s are i n v i t e d , p a r t i c u l a r l y on F A S B S t a t e m e n t N o . 5 , Accounting for Contin-
gencies, a n d F A S B S t a t e m e n t N o . 8 , Accounting for the Translation of Foreign Currency 
Transactions and Foreign Currency Financial Statements. 
— C o m m e n t s o n A P B O p i n i o n s and A c c o u n t i n g Research Bu l l e t i ns also are reques ted . 
— Responden ts are asked t o state spec i f i c reasons f o r r e c o m m e n d i n g r e - e x a m i n a t i o n o f a 
p r o n o u n c e m e n t , and t o set f o r t h spec i f i c p roposa ls f o r s o l u t i o n t o g e t h e r w i t h s u p p o r t i n g 
reason ing . Proposals s h o u l d inc lude c o m m e n t s o n : 
• T h e e f f e c t o f t h e p roposa l o n f i n a n c i a l r e p o r t i n g o f all classes o f enterpr ises in al l t y p e s 
o f i ndus t r ies a f f e c t e d b y a p a r t i c u l a r S t a t e m e n t . 
• Cons is tency o f t h e p roposa l w i t h t h e r e q u i r e m e n t s o f o t h e r ex i s t i ng p r o n o u n c e m e n t s . 
• T h e p o s s i b i l i t y t h a t f u r t h e r progress in t h e C o n c e p t u a l F r a m e w o r k p r o j e c t w i l l s i gn i f i -
c a n t l y a f f e c t t h e p r o p o s a l . 
( C o m m e n t p e r i o d ended A u g u s t 15 , 1 9 7 8 ) 
N o t e : In response t o c o m m e n t s rece ived , t h e Board has added t o its agenda a recons idera-
t i o n o f F A S B S t a t e m e n t N o . 8 an E x p o s u r e D r a f t , Accounting for Foreign Currency Transla-
tion was issued o n A u g u s t 2 8 , 1980) d e f e r r e d r e c o n s i d e r a t i o n o f F A S B S t a t e m e n t N o . 5 ; and 
dec l i ned t o recons ider A R B s Nos. 4 3 and 5 1 , A P B O p i n i o n s Nos. 4 , 6, 9 , 1 1 , 15 , 18, 19 , 2 0 , 
2 1 , 2 5 , 2 6 and 3 0 , F A S B S t a t e m e n t s Nos. 2 , 3, 4 , 6, 7 , 9 , 10 , 1 1 , 12 and 2 2 a n d F A S B In ter -
p r e t a t i o n s Nos . 18 and 2 2 . 
Financial Statements and Other Means of Financial Reporting ( Issued M a y 13, 1 9 8 0 ) 
— Inv i tes c o m m e n t s o n gu ides t o he lp t h e Board a n d o the rs in d e c i d i n g ques t i ons re la t ing t o 
d i f f e r e n t k i n d s o f i n f o r m a t i o n p r o v i d e d b y f i nanc ia l r e p o r t i n g b y business enterpr ises. 
• B r o a d guides are descr ibed f o r ques t ions o f : 
o What i n f o r m a t i o n s h o u l d be p r o v i d e d . 
o Who s h o u l d p r o v i d e the i n f o r m a t i o n . 
o Where s h o u l d t h e i n f o r m a t i o n be p r o v i d e d . 
• T h e I n v i t a t i o n is p a r t o f t h e C o n c e p t u a l F r a m e w o r k . 
— What q u e s t i o n s invo lve d i s t i ngu i sh ing k i n d s o f i n f o r m a t i o n t h a t s h o u l d be d isc losed in 
f i n a n c i a l r e p o r t i n g b y business enterpr ises f r o m i n f o r m a t i o n t h a t need n o t be p r o v i d e d o r 
m a y be p r o v i d e d v o l u n t a r i l y . 
— Who q u e s t i o n s invo lve d i s t i ngu i sh ing b e t w e e n k i n d s o f i n f o r m a t i o n t o be p r o v i d e d b y all 
business en terpr ises a n d k i n d s o f i n f o r m a t i o n t o be p r o v i d e d o n l y by des ignated enter-
prises ( f o r e x a m p l e , p r o v i d e d o n l y b y p u b l i c l y - h e l d enterpr ises o r b y large enterpr ises) . 
— Where q u e s t i o n s invo lve d i s t i ngu i sh ing b e t w e e n t h e n a t u r e o f f i nanc ia l s t a t e m e n t i n f o r m a -
t i o n a n d t h e n a t u r e o f i n f o r m a t i o n t o be p r o v i d e d b y one o r m o r e means o f f i nanc ia l 
r e p o r t i n g o t h e r t h a n f i nanc ia l s ta temen ts , such as notes t o f i nanc ia l s t a t e m e n t s o r requ i red 
s u p p l e m e n t a r y i n f o r m a t i o n . 
T h i s i n v i t a t i o n t o c o m m e n t is p r i m a r i l y c o n c e r n e d w i t h the f o l l o w i n g : 
• R e q u i r e d i n f o r m a t i o n in no tes t o f i nanc ia l s ta tements , 
• R e q u i r e d s u p p l e m e n t a r y i n f o r m a t i o n a c c o m p a n y i n g f i nanc ia l s t a t e m e n t s and notes, 
• R e q u i r e d s u p p l e m e n t a r y i n f o r m a t i o n avai lab le o n request. 
T h e Boa rd is u n l i k e l y t o b e c o m e c o n c e r n e d w i t h v o l u n t a r y i n f o r m a t i o n . 
Ques t ions o f what and who are cons ide red essent ia l ly t h e same q u e s t i o n a n d are t rea ted 
toge ther . 
• T h e c r i t e r i a f o r who and what are d r a w n f r o m t h e C o n c e p t u a l F r a m e w o r k a n d are rele-
vance, r e l i a b i l i t y , a n d cost l iness. 
T h e q u e s t i o n o f where i n f o r m a t i o n s h o u l d be presented m a y be t rea ted as an i n d e p e n d e n t 
issue, o r as o n e t h a t is i n t e r r e l a t e d w i t h t h e who a n d what ques t ions . 
• Where requ i res e x a m i n a t i o n o f such issues as: 
o W h e t h e r where c o n s i d e r a t i o n s s h o u l d be based o n t h e i n f o r m a t i o n t h a t is pa r t o f t h e 
" c o m p l e t e p e r s p e c t i v e " presented in t h e f i nanc i a l s ta temen ts , o r w h e t h e r t h e i n f o r m a -
t i o n presents a " d i f f e r e n t p e r s p e c t i v e " o f t h e en te rp r i se ( f o r e x a m p l e , h is to r i ca l cost 
vs. c u r r e n t c o s t ) . 
o W h e t h e r where c o n s i d e r a t i o n s s h o u l d be based on c r i t e r i a o f relevance, r e l i a b i l i t y , and 
cost l iness ( fo r e x a m p l e , a u d i t e d vs. u n a u d i t e d da ta ) . 
o W h e t h e r where cons ide ra t i ons s h o u l d be based o n "use r perspec t i ves" . 
A p p e n d i x B sets f o r t h r e l a t i o n s h i p o f t h e I n v i t a t i o n t o C o m m e n t t o o t h e r phases o f t h e 
C o n c e p t u a l F r a m e w o r k p r o j e c t . 
( C o m m e n t p e r i o d ended A u g u s t 15, 1 9 8 0 ) 
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R E S E A R C H R E P O R T S I S S U E D 
Field Tests of Financial Reporting in Units of General Purchasing Power ( M a y 1 9 7 7 ) 
Financial Accounting in Nonbusiness Organizations, An Exploratory Study of Conceptual 
Issues, R. N. A n t h o n y ( M a y 1 9 7 8 ) 
— T h e s t u d y i den t i f i es a n d def ines t h e issues o f f i n a n c i a l a c c o u n t i n g in nonbus iness o rgan iza -
t i o n s , a n d is i n t e n d e d t o assist t h e F A S B t o eva luate w h e t h e r i t is feasib le and desirable f o r 
i t t o b e c o m e i n v o l v e d in spec i f i c p ro jec ts in th i s area. 
— T h e s t u d y is o rgan ized t o raise subs tan t i ve issues a n d t o give a r g u m e n t s , p r o and c o n , w i t h 
n o a t t e m p t t o resolve t h e issues. I t covers t h e f o l l o w i n g t o p i c s : 
• I t e x p l o r e s t h e c u r r e n t s tate o f f i n a n c i a l a c c o u n t i n g and r e p o r t i n g b y nonbusiness 
o rgan iza t i ons . 
• I t a t t e m p t s t o i d e n t i f y t h e users o f e x t e r n a l f i nanc ia l s t a t e m e n t s o f nonbus iness o rgan i -
za t ions a n d t h e i r i n f o r m a t i o n needs. 
• I t relates those user needs t o i n f o r m a t i o n supp l i ed by d i f f e r e n t t y p e s o f f i nanc i a l s tate-
men ts . 
• I t e x p l o r e s ce r ta in spec i f i c f i nanc ia l a c c o u n t i n g a n d r e p o r t i n g areas t h a t are con t rove rs ia l 
a n d n o n u n i f o r m , such as pensions a n d d e p r e c i a t i o n . 
• I t c o n c l u d e s b y e x p l o r i n g t h e a p p r o p r i a t e boundar ies f o r a set o f a c c o u n t i n g c o n c e p t s 
f o r nonbus iness o r g a n i z a t i o n s , i n c l u d i n g t h e q u e s t i o n o f w h e t h e r separate a c c o u n t i n g 
concep ts are needed f o r nonbus iness o r g a n i z a t i o n s , a n d w h e t h e r separate c o n c e p t s m a y 
be needed f o r t h e g o v e r n m e n t a l , n o n g o v e r n m e n t a l , o r o t h e r categor ies o f t h e n o n b u s i -
ness s p e c t r u m . 
Economic Consequences of Financial Accounting Standards—Selected Papers ( J u l y 1 9 7 8 ) 
— Inc ludes papers presented at t h e F A S B - s p o n s o r e d E c o n o m i c Consequences C o n f e r e n c e 
he ld o n M a r c h 2 3 , 1 9 7 8 . 
• Research o n e c o n o m i c consequences o f f i n a n c i a l a c c o u n t i n g s tandards is be ing e n c o u r -
aged b y t h e F A S B t o gain a b e t t e r u n d e r s t a n d i n g o f t h e f o l l o w i n g f a c t o r s : 
o T h e t y p e s o f e c o n o m i c consequences t h a t a c c o u n t i n g s tandards can have. 
o T h e processes b y w h i c h " s ide e f f e c t s " o c c u r . 
o T h e n a t u r e a n d accu racy o f t h e t e c h n i q u e s avai lab le f o r measur ing and p r e d i c t i n g 
such "s ide e f f e c t s . " 
— S ix i n d e p e n d e n t research s tud ies are pub l i shed in t h e Research R e p o r t . 
• " T h e Po ten t ia l E f f e c t o f A l t e r n a t i v e A c c o u n t i n g Measures o n Pub l i c Po l i cy a n d Re-
source A l l o c a t i o n , " b y D . N . W i n n . 
• " M e a s u r i n g t h e I m p a c t o f F l o a t i n g a n d F A S B S t a t e m e n t N o . 8 on Costs o f Cap i ta l f o r 
M u l t i n a t i o n a l s , " b y J . H . M a k i n . 
• " T h e I m p a c t o f D isc losure Regu la t ions o n t h e Cost o f C a p i t a l , " by D.S. D h a l i w a l . 
• " T h e I m p a c t o f R e p o r t i n g Leases O f f t h e Balance Sheet o n B o n d Risk P r e m i u m s , " b y 
A . Rashad A b d e l - k h a l i k , R o b e r t B. T h o m p s o n a n d R o b e r t E. T a y l o r . 
• " T h e E c o n o m i c Consequences o f F inanc ia l A c c o u n t i n g S t a t e m e n t s , " b y G.J . Bens ton 
a n d M . A . Krasney . 
• " A c c o u n t i n g Changes in Pr inc ip les a n d Es t ima tes , H o w D i f f e r e n t A r e T h e y ? " b y W . T . 
H a r r i s o n , J r . 
Statement of Financial Accounting Standards No. 5: Impact on Corporate Risk and Insur-
ance Management, R o b e r t C. G o s h a y ( O c t o b e r 1 9 7 8 ) 
— T h e p u r p o s e o f t h e r e p o r t is t o e x a m i n e t h e i m p a c t o f F A S B S t a t e m e n t N o . 5 , Accounting 
for Contingencies, o n t h e p rac t i ce o f c o r p o r a t e r isk a n d insurance m a n a g e m e n t — i n p a r t i c u -
lar , t o d e t e r m i n e i f t h a t S t a t e m e n t has caused enterpr ises t o m a k e u n s o u n d r isk a n d insur-
ance m a n a g e m e n t dec is ions . 
— Several h y p o t h e s e s w e r e tes ted b y c o m p a r i n g a s t u d y g r o u p o f 7 4 enterpr ises t h a t h a d self-
insurance reserves in t h e t w o years b e f o r e S t a t e m e n t N o . 5 was issued w i t h a c o n t r o l g r o u p 
o f 8 5 enterpr ises t h a t had n o t estab l ished se l f - insurance reserves be fo re t h e issuance o f t h e 
S t a t e m e n t . 
• T h e m a i n h y p o t h e s e s tes ted were t h a t S t a t e m e n t N o . 5 encouraged en terpr ises t o m a k e 
e c o n o m i c a l l y u n j u s t i f i e d decis ions t o purchase insurance o r re insurance , t o increase 
coverage o n insured exposures , t o spend m o r e f o r legal , loss p r o t e c t i o n and loss pre-
v e n t i o n services, a n d t o a l te r insurance a n d re insurance c o n t r a c t s b e t w e e n subs id ia ry 
insurance c o m p a n i e s a n d t h e i r pa ren t c o m p a n i e s . 
— T h e s t u d y revealed n o s ign i f i can t d i f f e rences b e t w e e n t h e r isk m a n a g e m e n t dec is ions o f 
enterpr ises t h a t had se l f - insurance reserves b e f o r e S t a t e m e n t N o . 5 was issued a n d those 
o f enterpr ises t h a t had n o t establ ished se l f - insurance reserves b e f o r e t h e issuance o f t h e 
S t a t e m e n t . 
The Impact of Statement of Financial Accounting Standards No. 8 on the Foreign Exchange 
Risk Management Practices of American Multinationals, T . G. Evans, W. R. F o l k s , J r . , a n d M. 
J i l l i n g ( N o v e m b e r 1 9 7 8 ) 
— A t t e m p t s t o eva lua te t h e e c o n o m i c i m p a c t o f F A S B S t a t e m e n t N o . 8, Accounting for the 
Translation of Foreign Currency Transactions and Foreign Currency Financial Statements 
o n t h e f o r e i g n exchange r isk m a n a g e m e n t ( F E R M ) pract ices o f U.S. m u l t i n a t i o n a l c o r p o r a -
t i o n s . 
— A ma i l -survey t e c h n i q u e was used as t h e p r i n c i p a l m e t h o d o f a c q u i r i n g t h e da ta u p o n 
w h i c h t h e resul ts o f t h e s t u d y are based. 
— E v a l u a t i o n o f t h e i m p a c t o n F E R M o f F A S B S t a t e m e n t N o . 8 essent ia l ly is based o n a 
c o m p a r i s o n o f da ta c o l l e c t e d in an ear l ier research su rvey , c o n d u c t e d in 1 9 7 5 , o n t h e 
F E R M prac t ices o f c o m p a n i e s w i t h t h e prac t ices o f t hose same c o m p a n i e s a n d a d d i t i o n a l 
c o m p a n i e s f o l l o w i n g t h e issuance o f S t a t e m e n t N o . 8. 
• A d j u s t m e n t s w e r e made t o re f l ec t e x p e c t e d changes in F E R M resu l t ing f r o m t h e n o r m a l 
g r o w t h in t h e v o l u m e o f i n t e r n a t i o n a l business o f t h e f i r m s w h i c h responded t o t h e 
su rvey . 
— S o m e o f t h e conc lus ions reached b y t h e s t u d y a r e : 
• F i r m s w h o s e a c c o u n t i n g prac t ices d i d n o t c o n f o r m c lose ly t o S t a t e m e n t N o . 8 w h e n i t 
was issued are p u r s u i n g m o r e aggressive F E R M p rog rams . T h e r e f o r e , S t a t e m e n t N o . 8 d i d 
have an i m p a c t o n t h e w a y t h a t f i r m s manage f o r e i g n exchange. 
• S t a t e m e n t N o . 8 has h a d an i m p a c t o n i n v e s t m e n t po l i c ies . 
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o S o m e f i r m s have re f ra ined f r o m m a k i n g f o r e i g n inves tments . O the rs have ad jus ted 
t h e i r " h u r d l e r a t e " due t o exchange r isk . 
o D i v i d e n d p a y m e n t s f r o m subsid iar ies in w e a k c u r r e n c y c o u n t r i e s have been acceler-
a ted b y s o m e c o m p a n i e s t o reduce t h e i r exposu re . 
• A m a j o r q u e s t i o n t h a t remains un reso lved f r o m t h e da ta made avai lab le is w h e t h e r t h e 
increased level o f resources devo ted t o t h e exchange r isk m a n a g e m e n t f u n c t i o n has gen-
e ra ted a s i g n i f i c a n t increase in t h e a f t e r - t a x cash f l o w o f t h e m u l t i n a t i o n a l c o r p o r a t i o n . 
An Empirical Investigation of the Effects of Statement of Financial Accounting Standards 
No. 8 on Security Return Behavior, R o l a n d E. Dukes ( D e c e m b e r 1 9 7 8 ) 
— T h e o b j e c t i v e o f t h e research s t u d y is t o invest igate w h e t h e r , in genera l , t h e c o m m o n s tock 
s e c u r i t y r e t u r n s o f m u l t i n a t i o n a l f i r m s w e r e s i g n i f i c a n t l y a f f e c t e d by t h e issuance and 
i m p l e m e n t a t i o n o f F A S B S t a t e m e n t N o . 8 , Accounting for the Translation of Foreign 
Currency Transactions and Foreign Currency Financial Statements. 
• C o m m o n s t o c k s e c u r i t y r e t u r n s are d e f i n e d as t h e change in share pr ices b e t w e e n t h e 
b e g i n n i n g a n d e n d o f a p e r i o d p lus d i v idends received d u r i n g t h a t p e r i o d , al l d i v ided b y 
t h e c o m m o n s t o c k share p r ice a t t h e b e g i n n i n g o f t h e p e r i o d (ad jus ted f o r s t o c k sp l i ts 
a n d s t o c k d i v i d e n d s , w h e r e necessary) . 
— T h e s t u d y invest igates t h e secur i t ies m a r k e t behav io r o f f i r m s a f f e c t e d b y F A S B S t a t e m e n t 
N o . 8 b o t h p r i o r and subsequen t t o i ts issuance. T h e r e p o r t discusses t h e research e f f o r t , 
p rov ides a s u m m a r y o f t h e f i n d i n g s , a n d cons iders t h e l i m i t a t i o n s and issues y e t t o be 
addressed. 
— T h e m a j o r f i n d i n g o f t h e s t u d y is t h a t t h e issuance and i m p l e m e n t a t i o n o f F A S B Sta te-
m e n t N o . 8 does n o t appear t o have had s i g n i f i c a n t de tec tab le e f fec ts o n t h e s e c u r i t y 
r e t u r n s o f m u l t i n a t i o n a l f i r m s . 
The Effects of the Issuance of the Exposure Draft and FASB Statement No. 19 on the Secu-
rity Returns of Oil and Gas Producing Companies, T . R. D y c k m a n ( A p r i l 1 9 7 9 ) 
— C o n c l u d e s t h a t t h e issuance o f F A S B S t a t e m e n t N o . 19 , Financial Accounting and Report-
ing by Oil and Gas Producing Companies, had n o s ign i f i can t i m p a c t o n t h e s tock pr ices o f 
o i l a n d gas p r o d u c i n g c o m p a n i e s using f u l l cos t a c c o u n t i n g re la t ive t o those using t h e 
successful e f f o r t s m e t h o d . 
• Tests w e r e c o n d u c t e d o n o i l a n d gas p r o d u c i n g f i r m s a f f e c t e d b y t h e S t a t e m e n t b y 
c o m p a r i n g t h e s e c u r i t y r e t u r n behav io r (change in s t o c k pr ices p lus d i v idends ) o f t h e 
a f f e c t e d f u l l cost f i r m s w i t h t h a t o f successful e f f o r t s f i r m s f o r several weeks b e f o r e a n d 
a f te r t h e da te o f issuance o f t h a t d o c u m e n t . 
Reporting of Service Efforts and Accomplishments, P. K. Brace, R. E l k i n , D. D. R o b i n s o n , 
and H. I. S te inberg ( N o v e m b e r 1980) 
— Presents t h e resul ts o f a s t u d y o f t h e r e p o r t i n g o f service e f f o r t s and a c c o m p l i s h m e n t s i n -
f o r m a t i o n in 1 2 0 r e p o r t s p repared b y 6 t y p e s o f nonbusiness o r g a n i z a t i o n s : 
• Col leges a n d un ivers i t ies . 
• Hosp i ta ls . 
• H u m a n services o rgan iza t i ons . 
• S ta te a n d local g o v e r n m e n t a l un i t s . 
• T r a d e a n d pro fess iona l associat ions. 
• P h i l a n t h r o p i c f o u n d a t i o n s . 
T h e s t u d y was c o m m i s s i o n e d as pa r t o f t h e F A S B ' s C o n c e p t u a l F r a m e w o r k p r o j e c t o n n o n -
business o rgan iza t i ons . 
• In t h e E x p o s u r e D r a f t , Objectives of Financial Reporting by Nonbusiness Organizations, 
issued in M a r c h 1 9 8 0 , t h e Boa rd s ta ted t h a t , a m o n g o t h e r i t ems o f i n f o r m a t i o n , f i nanc ia l 
r e p o r t i n g s h o u l d p r o v i d e i n f o r m a t i o n a b o u t an o r g a n i z a t i o n ' s p e r f o r m a n c e w h i c h i n -
c ludes i n f o r m a t i o n o n service e f f o r t s a n d a c c o m p l i s h m e n t s o f t h e o r g a n i z a t i o n . 
T h e p u r p o s e o f t h e s t u d y was t o deve lop i n f o r m a t i o n o n t h e f o l l o w i n g aspects o f t h e re-
p o r t i n g o f service e f f o r t s a n d a c c o m p l i s h m e n t s : 
• T h e users t o w h o m nonbus iness o r g a n i z a t i o n s s u p p l y t h e i n f o r m a t i o n . 
• T h e w a y s in w h i c h nonbus iness o r g a n i z a t i o n s r e p o r t th i s i n f o r m a t i o n , a n d w h y . 
• T h e t y p e s o f d o c u m e n t s in w h i c h t h e i n f o r m a t i o n is t r a n s m i t t e d . 
• T h e degree t o w h i c h such i n f o r m a t i o n is, o r m i g h t be, cha rac te r i zed b y re levance, re l i -
a b i l i t y , a n d c o m p a r a b i l i t y . 
• T h e degree t o w h i c h such i n f o r m a t i o n m i g h t be a usefu l f e a t u r e o f general p u r p o s e ex-
te rna l f i nanc ia l r e p o r t i n g . 
T h e p rocedures used i n c l u d e d : 
• D e f i n i n g t e r m s . 
• Es tab l i sh ing premises. 
• G a t h e r i n g repor t s . 
• R e c o r d i n g da ta . 
• R e v i e w i n g l i t e ra tu re a n d i n t e r v i e w i n g . 
S o m e o f t h e f i n d i n g s o f t h e s t u d y are: 
• Ev idence o f service e f f o r t s and a c c o m p l i s h m e n t s r e p o r t i n g was f o u n d in every k i n d o f 
o r g a n i z a t i o n . 
• I n f o r m a t i o n o n e f f o r t s was f o u n d m o r e read i l y t h a n was i n f o r m a t i o n o n a c c o m p l i s h -
men ts . 
• I n f o r m a t i o n o n e f f i c i e n c y was m o r e p reva len t t h a t i n f o r m a t i o n o n ef fect iveness. 
• In t h e area o f service a c c o m p l i s h m e n t s t h e r e p o r t i n g o f o u t p u t s was f o u n d read i l y , h o w -
ever, t h e r e was m u c h less resul ts i n f o r m a t i o n r e p o r t e d . 
• T r e n d i n f o r m a t i o n was n o t c o m m o n l y f o u n d . 
• M o s t service e f f o r t s a n d a c c o m p l i s h m e n t s r e p o r t i n g was f o u n d in repo r t s o t h e r t h a n 
general pu rpose f i nanc ia l repor ts . 
A m o n g t h e conc lus ions reached b y the s t u d y t e a m t h e f o l l o w i n g are p a r t i c u l a r l y p e r t i n e n t : 
• T h e state o f t h e a r t in i d e n t i f y i n g a n d measur ing i n p u t s , processes, o u t p u t s a n d e f f i -
c i e n c y appears t o have advanced t o the p o i n t o f be ing a m e n d a b l e t o i n c l u s i o n in f i n a n -
cial r e p o r t i n g . 
• T h e state o f t h e a r t c o n c e r n i n g resul ts is m a r g i n a l ; t h e r e f o r e , r e p o r t i n g on o r g a n i z a t i o n a l 
e f fec t iveness also is p resen t l y b e y o n d reach. 
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o I n c l u s i o n o f resul ts i n f o r m a t i o n in f i nanc i a l r e p o r t i n g at t h i s t i m e m a y d e t r a c t f r o m , 
r a t h e r t h a n enhance , t h e usefulness o f f i nanc i a l r e p o r t i n g . 
o A d d i t i o n a l research w i t h respect t o i d e n t i f i c a t i o n and m e a s u r e m e n t o f service resul ts 
s h o u l d be encouraged . 
Recognition of Contractual Rights and Obligations: An Exploratory Study of Conceptual 
Issues, Y u j i I j i r i ( D e c e m b e r 1 9 8 0 ) 
— T h e p u r p o s e o f t h e r e p o r t is t o e x a m i n e c e r t a i n issues re la ted t o t h e i n i t i a l r e c o g n i t i o n o f 
assets a n d l iab i l i t i es in f i nanc ia l s ta temen ts . 
• T h e issues addressed c o n c e r n t h e t i m i n g o f s i m u l t a n e o u s r e c o g n i t i o n o f an asset a n d a 
l i a b i l i t y t h a t has no i m m e d i a t e i m p a c t o n e q u i t y . 
• T h e r e c o g n i t i o n o f subsequen t changes in assets a n d l iab i l i t ies a c c o m p a n i e d b y recogn i -
t i o n o f revenues, expenses, gains a n d losses are t o be s u r v e y e d in a n o t h e r research r e p o r t . 
• R e c o g n i t i o n o f o w n e r ' s c o n t r i b u t i o n s a n d w i t h d r a w a l s is also e x c l u d e d f r o m th is s t u d y . 
— T h e s t u d y focuses o n c o n t r a c t u a l r igh ts and o b l i g a t i o n s because c o n t r a c t s are a c o m m o n 
means o f a c q u i r i n g assets a n d l iab i l i t ies w i t h o u t i m m e d i a t e l y a f f e c t i n g e q u i t y . 
• T h e issue o f r e c o g n i t i o n arises because a s i gn i f i c an t p e r i o d o f t i m e o f t e n elapses b e t w e e n 
t h e i n i t i a t i o n o f a c o n t r a c t a n d subsequen t p e r f o r m a n c e u n d e r the c o n t r a c t . 
— T h e r e p o r t cons iders t h e f o l l o w i n g a l t e r n a t i v e p o i n t s f o r r e c o g n i t i o n o f assets a n d l i ab i l i -
t ies , a n d evaluates each a l t e rna t i ve based o n t h e ob jec t i ves o f f i n a n c i a l r e p o r t i n g a n d 
t h e q u a l i t a t i v e charac te r is t i cs o f f i n a n c i a l i n f o r m a t i o n . 
• R e c o g n i t i o n p o i n t s are : d e l i v e r y , segregat ion , p r o d u c t i o n , p r o c u r e m e n t , and c o n t r a c t 
o r o r d e r . 
• A d d i t i o n a l r e c o g n i t i o n p o i n t s need t o be i d e n t i f i e d if o n t h e basis o f a c o n t r a c t t h e 
supp l ie r m u s t t a k e o t h e r a c t i o n s , f o r e x a m p l e , in b u i l d i n g a p l a n t : t h e p l a n t c o m p l e -
t i o n , t h e c o n s t r u c t i o n progress, t h e s ta r t o f c o n s t r u c t i o n , a n d t h e c o n t r a c t . 
— Possible r e c o g n i t i o n p r i n c i p l e s and c r i t e r i a are set f o r t h in t h e c o n c l u d i n g c h a p t e r o f t h e 
r e p o r t . 
• R e c o g n i t i o n o f c o n t r a c t u a l r igh ts and o b l i g a t i o n s requ i res t h a t t h e y mee t the b r o a d 
d e f i n i t i o n o f assets a n d l iab i l i t i es as set f o r t h in F A S B S t a t e m e n t o f F inanc ia l A c c o u n t -
ing C o n c e p t s N o . 3, Elements of Financial Statements of Business Enterprises. 
• R e c o g n i t i o n o f c o n t r a c t u a l r igh ts a n d o b l i g a t i o n s m u s t also be j u s t i f i e d o n t h e basis 
t h a t d o i n g so p r o d u c e s i n f o r m a t i o n t h a t is usefu l f o r dec is ion m a k i n g . 
• T h e c o n c e p t o f a f i r m c o m m i t m e n t is i n t r o d u c e d . 
o A c o m m i t m e n t is said t o be f i r m i f i t is u n l i k e l y t h a t its p e r f o r m a n c e can be avo ided 
w i t h o u t a severe p e n a l t y . 
• A possib le r e c o g n i t i o n p r i n c i p l e is t h e n set f o r t h : 
o A c o n t r a c t u a l r i g h t o r o b l i g a t i o n s h o u l d be recogn ized w h e n i t becomes f i r m . 
o A l t e r n a t i v e r e c o g n i t i o n c r i t e r i a are o f f e r e d . 
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P R O C E E D I N G S I S S U E D 
— Financial Reporting and Changing Prices—The Conference, Paul A . G r i f f i n , E d i t o r 
(June 1 9 7 9 ) 
• Inc ludes papers and special i n d u s t r y r e p o r t s presented at an F A S B C o n f e r e n c e o n 
F inanc ia l R e p o r t i n g a n d Chang ing Prices he ld M a y 3 1 , 1 9 7 9 in N e w Y o r k C i t y . 
• T h e C o n f e r e n c e dea l t w i t h t h e f o l l o w i n g aspects o f f i nanc ia l r e p o r t i n g and chang ing 
pr ices: 
o I ts p u b l i c i m p o r t a n c e 
o E f fec ts o n m a n a g e m e n t dec is ions a n d ac t i ons 
o I m p a c t o n dec is ions b y investors , c r e d i t o r s , a n d o t h e r s 
o Perspect ive o f t h e Secur i t ies a n d Exchange C o m m i s s i o n 
o I m p l i c a t i o n f o r c e r t a i n indus t r ies 
B A C K G R O U N D P A P E R S I S S U E D 
— Accounting for Pensions by Employers (March 1 9 8 0 ) 
• T h e m a j o r c o n c e r n o f t h e F A S B p r o j e c t o n a c c o u n t i n g b y e m p l o y e r s f o r pen-
sions and o t h e r r e t i r e m e n t b e n e f i t s is t h e d e t e r m i n a t i o n o f p e r i o d i c cos t 
and l i a b i l i t y , i f a n y , t o be recogn ized b y e m p l o y e r s . 
• T h e t w o t y p e s o f pens ion p lans i d e n t i f i e d are: 
o D e f i n e d b e n e f i t p lans (p lans t h a t s tate t h e basis f o r d e t e r m i n i n g t h e pen-
s ion bene f i t s ret i rees rece ive) , and 
o D e f i n e d c o n t r i b u t i o n p lans (p lans t h a t d e f i n e t h e e m p l o y e r c o n t r i b u t i o n s 
ra the r t h a n t h e re t i rees ' b e n e f i t s ) . 
• T h e spec i f i c areas t o be cons ide red b y t h e p r o j e c t i n c l u d e : 
o D e t e r m i n i n g an e m p l o y e r ' s pens ion o b l i g a t i o n and t h e re la ted cos t , 
o Ass ign ing t h a t cos t t o spec i f i c a c c o u n t i n g pe r i ods , and 
o D e t e r m i n i n g w h e t h e r an e m p l o y e r p a r t i c i p a t i n g in a m u l t i e m p l o y e r p lan 
has a l i a b i l i t y f o r u n f u n d e d d e f i n e d bene f i t s u n d e r t h e p l a n . 
• T h e F A S B p r o j e c t w i l l also cons ide r a c c o u n t i n g f o r o t h e r t y p e s o f re t i re -
m e n t bene f i t s , such as c o n t i n u a t i o n o f l i fe insurance and med ica l insurance 
a f t e r e m p l o y e e s re t i re . 
T E C H N I C A L A G E N D A P R O J E C T S — F o r w h i c h Discuss ion M e m o r a n d a o r E x p o s u r e D r a f t s have n o t 
been issued t o d a t e (Da te p laced o n A g e n d a ) 
— A c c o u n t i n g b y E m p l o y e r s f o r Pensions a n d O t h e r P o s t e m p l o y m e n t Benef i t s ( M a r c h 1975) 
• Inc ludes a c c o u n t i n g f o r t e r m i n a t i o n i n d e m n i t i e s 
• F A S B S t a t e m e n t N o . 3 6 , Disclosure of Pension Information, issued M a y 1 9 8 0 . (Ex -
c ludes o t h e r pos t r e t i r e m e n t benef i t s . ) 
— A c c o u n t i n g R e c o g n i t i o n C r i t e r i a f o r E lemen ts ( 2 n d Q u a r t e r 1 9 7 9 ) 
• Research r e p o r t b y Y . I j i r i , Recognition of Contractual Rights and Obligations was 
issued in D e c e m b e r 1 9 8 0 . 
• Research r e p o r t b y H . Jaen icke is in progress. 
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— Disclosure o f S u m m a r i z e d F inanc ia l I n f o r m a t i o n f o r A l l Ma te r ia l I nves tmen ts A c c o u n t e d 
f o r b y t h e E q u i t y M e t h o d ( 4 t h Q u a r t e r 1 9 7 9 ) 
— Cur ren t T e x t C o d i f i c a t i o n ( 3 r d Q u a r t e r 1 9 8 0 ) 
— Special ized Indus t r ies 
• T h e S ta f f a n d Task Forces are e x t r a c t i n g t h e spec ia l ized a c c o u n t i n g a n d r e p o r t i n g 
pr inc ip les a n d prac t ices in va r ious A I C P A S t a t e m e n t s o f P o s i t i o n a n d Gu ides . I t is 
expec ted t h a t these w i l l resu l t in E x p o s u r e D r a f t s o f p r o p o s e d S t a t e m e n t s . 
o A n E x p o s u r e D r a f t , Accounting for Franchise Fee Revenue, was issued D e c e m b e r 1 , 
1980 . 
o A f i r s t d r a f t o f an E x p o s u r e D r a f t has been c o m p l e t e d f o r each o f t h e f o l l o w i n g issues: 
• Revenue r e c o g n i t i o n w h e n r i g h t o f r e t u r n ex is ts . 
• P r o d u c t f i n a n c i n g a r r a n g e m e n t s . 
• Insurance c o m p a n i e s . 
— O t h e r C o n c e p t s o f F inanc ia l R e p o r t i n g b y N o n b u s i n e s s O r g a n i z a t i o n s 
• Qua l i t i es o f f i n a n c i a l i n f o r m a t i o n o f n o n b u s i n e s s o r g a n i z a t i o n s . 
• Gu ide l i nes f o r d i f f e r e n t i a t i n g f i n a n c i a l i n f o r m a t i o n t h a t s h o u l d be i n c l u d e d in f i nanc ia l 
s t a t e m e n t s a n d i n f o r m a t i o n t h a t s h o u l d be d isc losed o u t s i d e o f f i nanc ia l s t a t e m e n t s . 
• E l e m e n t s o f f i nanc ia l s t a t e m e n t s o f n o n b u s i n e s s o r g a n i z a t i o n s . 
• R e p o r t i n g o r g a n i z a t i o n a l p e r f o r m a n c e a n d i d e n t i f y i n g t h e re levant r e p o r t i n g e n t i t y . 
— Shared A p p r e c i a t i o n Mor tgages ( N o v e m b e r 1 9 8 0 ) 
• Cons iders t h e a c c o u n t i n g f o r shared a p p r e c i a t i o n mor tgages w i t h emphas is o n a c c o u n t -
ing f o r t h e lender . 
— C a p i t a l i z a t i o n o f In terest Cost ( D e c e m b e r 2 3 , 1 9 8 0 ) 
• W i l l c l a r i f y t h e a p p l i c a t i o n o f F A S B S t a t e m e n t N o . 3 4 , Capitalization of Interest Cost, 
t o c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s in s i t u a t i o n s i n v o l v i n g i n v e s t m e n t s a c c o u n t e d f o r 
b y t h e e q u i t y m e t h o d . 
— T r a n s f e r o f Receivables w i t h Recourse ( D e c e m b e r 1 9 8 0 ) 
• S h o u l d t r a n s f e r o f receivables w i t h r e c o u r s e t o t h e t r a n s f e r o r be a c c o u n t e d f o r as a 
b o r r o w i n g o r as a sale? 
S T A F F A G E N D A P R O J E C T S - N o t o n F A S B t e c h n i c a l a g e n d a a t t h i s d a t e b u t u n d e r s t u d y 
b y t h e S t a f f 
— F A S B S t a t e m e n t N o . 3 3 , Financial Reporting and Changing Prices. I m p l e m e n t a t i o n 
P r o b l e m s 
• M u t u a l F u n d s 
— F A S B S t a t e m e n t N o . 3 4 , Capitalization of Interest Cost. I m p l e m e n t a t i o n P r o b l e m s 
• N e t t i n g In te res t I n c o m e a n d Expense 
— F A S B S t a t e m e n t N o . 3 4 , Capitalization of Interest Cost. Po ten t ia l c o n f l i c t w i t h o t h e r 
p r o n o u n c e m e n t s such as ce r ta in A I C P A A c c o u n t i n g G u i d e s , A u d i t Gu ides , a n d S t a t e m e n t s 
o f P o s i t i o n 
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— A c c o u n t i n g f o r Do l l a r Reverse Repurchase A g r e e m e n t s 
— S t o c k O p t i o n Plans Exerc isab le b y T e n d e r i n g S t o c k 
— Personal F inanc ia l S t a t e m e n t s 
— A c c o u n t i n g f o r Bonds Whose A m o u n t a t F inal D i s p o s i t i o n Is D e t e r m i n e d b y Reference t o 
t h e M a r k e t V a l u e o f an Asset 
— I m p a i r m e n t o f Long- l i ved Assets 
— C o n s o l i d a t i o n s 
I N T E R P R E T A T I O N S A N D A M E N D M E N T S I N P R O C E S S - F o r w h i c h D iscuss ion M e m o r a n d a or 
E x p o s u r e D r a f t s have n o t been issued 
— Title Insurance Companies, Real Estate Costs 
• Wi l l des ignate A I C P A SOP 80-1 a n d SOP 8 0 - 3 as p re fe rab le a c c o u n t i n g . 
R E S E A R C H R E P O R T S I N P R O C E S S 
— R e c o g n i t i o n o f Revenue a n d Expenses 
• Research is be ing c o n d u c t e d b y Professor H e n r y Jaen icke o f F r a n k l i n a n d Marshal l 
Co l lege. 
— E f fec t s o f F A S B S t a t e m e n t N o . 13 , Accounting for Leases, O n S t o c k Prices, B o n d Risk 
P r e m i u m s , a n d Percep t ions and A c t i o n s o f Preparers a n d Users o f F inanc ia l S t a t e m e n t s , 
a n d F inanc ia l S t a t e m e n t Re la t i onsh ips 
• Research t e a m is headed b y Professor A . Rashad A b d e l - k h a l i k o f t h e U n i v e r s i t y o f 
F l o r i d a . 
— U n d e r s t a n d i n g H o w Inves tors , C r e d i t o r s , a n d O t h e r Users o f F inanc ia l I n f o r m a t i o n M a k e 
Dec is ions 
• Research is being c o n d u c t e d b y t h e F A S B s ta f f a n d Professor Paul G r i f f i n o f S t a n f o r d 
U n i v e r s i t y . 
— S u m m a r y Ind i ca to rs 
• T h e usefulness o f s u m m a r y i n d i c a t o r s in f i nanc ia l r e p o r t i n g , i n c l u d i n g i n d i c a t o r s o f t h e 
p e r f o r m a n c e o f an en te rp r i se . 
• Research is be ing c o n d u c t e d b y Professor Paul F r i s h k o f f o f t h e U n i v e r s i t y o f O r e g o n . 
O T H E R M A T T E R S — I t e m s p r o p o s e d t o t h e F A S B b y var ious par t ies b u t n o t y e t p laced o n t h e F A S B ' s 
t e c h n i c a l agenda 
— C l a r i f i c a t i o n o f R e p o r t i n g Pract ices Cover ing Hosp i ta l Related O r g a n i z a t i o n s 
— Bank A u d i t G u i d e 
• S h o u l d t h e p roposed rev is ions o f t h e A I C P A Bank A u d i t G u i d e be a d d e d t o t h e agenda? 
— D isc losure o f Re la ted Par ty T r a n s a c t i o n s and E c o n o m i c D e p e n d e n c y 
• Essent ia l l y , d isc losures r e q u i r e d b y S t a t e m e n t o n A u d i t i n g S tandards N o . 6, Related 
Party Transactions. 
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